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CHANGES IN PER DIEM TRAVEL ALLOWANCES
FOR GOVERNMENT EMPLOYEES

TUESDAY, JULY 16, 1974

HousE oF REPRESENTATIVES,
GOVERNMENT ACTIVITIES SUBCOMMITTEE
oF THE COMMITTEE ON GOVERNMENT OPERATIONS,
Washington, D.C.

The subcommittee met, after considering other business, at 2:30
p.m., in room 2203, Rayburn House Office Building, Hon. Cardiss
Collins presiding.

Present: Representatives Cardiss Collins, John H. Buchanan, Jr.,
Robert P. Hanrahan, Stanford E. Parris, and Andrew J. Hinshaw.

Also present: William M. Jones, staff director; William H. Copen-
haver, counsel; Liynne Higginbotham, clerk; Kathryn Lokos, clerk;
and James MecInerney, minority professional staff, Committes on
Government Operations.

Mrs. Coruins. The next legislation we are taking up today has
generated a lot of interest. The subcommittee has pending several
proposals to increase the per diem and the mileage allowances for
Government employees traveling on official business. These proposals
vary considerably, but basically recommend that per diem be in-
creased from the present $25 a day to $30, $35, or $40 a day, and that
mileage be increased from the present 12 cents per mile to various
fizures between 14 and 20 cents a mile. ]

Present per diem and mileage allowances were established in 1969,
and after 5 years of inflation, these are thought to be inadequate at
the present time. Chairman Brooks introduced a bill (H.R. 15903) to
establish a uniform rate of $35 per day with a provision up to $50 a
day under unusual circumstances, and to direct GSA to set uniform
mileage allowances up to a maximum of 18 cents ger mile for auto-
mobiles, and 24 cents per mile for privately owned airplanes.

In addition, the legislation would clarify existing statutory pro- ;
visions dealing with travel allowances so that all persons traveling on
Government business are treated on a somewhat equal basis.

A number of witnesses have requested to present testimony on these

~ proposals. I would hope we can hear from all of them. I will start with
the GSA, the Government agency primarily responsible for the ad-
ministration of the travel allowance provisions.
¢ 1[The bills, H.R. 15903, H.R. 15154, IL.R. 14000, and H.R. 10539,
ollow:] '

1)
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"o H, R. 15903

IN THE HOUSE OF REPRESENTATIVES

Jury 15,1974

Mr. Brooxs introduced the -following bill; which was referred to the Com-
’ mittee on Government Operations

A BILL

To revise certain provisions of title 5, United States Code,
-relating to per diem and mileage expenses of Government

employees, and for other purposes.
Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress dssembled,

That this Act may be cited as the “Travel Expense Amend-

B> W N

ments Act of 1974,
SEc. 2. Section 5701 (2) of title 5, United States Code,
is amended to read as follows:

(2) “‘Employee’ means an individual employed in

® =3 & o»m

or under an agency or other individual performing serv-
9 ices for the Government;”
10 SEc. 3. Section 5702 of title 5, United States Code, is

11 amended to read as follows:

I
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‘ 2
“§ 5702. Per diem; employees traveling on official business
“(a) An employee while traveling on official business

away from his designated posﬁ of duty is entitled to a per

B N

diem allowance for travel inside the continental United

5 States at a rate not to exceed $35. For travel outside the

<

continental United States, the per diem allowance shall be

established by the Administrator of General Services, or his

w =2

designee, for each locality where travel is to be performed.
9 Tor travel consuming less than a full day, such rates may
10 be allocated proportionately pursuant to regulations pre-
11 scribed under section 5707 of this title.
12 “(b) An employee who, while traveling on official
13 business away from his designated post of duty, becomes
14 incapacitated by illness or injury mot due to his own mis-
15 conduct, is entitled to the per dicm allowance until such

~. 16 time as he can again travel and to appropriate transporta-
17 tion expenses, including return to his designated post of
18  duty.
19 “(¢) Under regulations prescribed und‘er section 5707
20 of this title, the Administrator of the General Services Ad-
21 ministration may prescribe conditions under which an
22 employee may be reimbursed for the actual and necessary
23  expenses for travel inside the continental United States, not
24 to exceed $50 for each day of travel, due to unusual cir-

25 cumstances of the travel assignment, including travel to an
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' 3

1 unusually high cost locality or geographic area designated in
2 such regulations.

3 “(d) This section does not apply to a Justice or judge,
4 except to the extent provided by section 456 of title 28.”,
5 SEc. 4. Section 5703. of title 5, United States Code, is
6 hereby repealed.

7. Src. 5. Section 5704 of title 5, United States Code, is
8 hereby amended to read as follows:

9 “§5704. Mileage and related allowances

10 “(a) Under regulations prescribed under section 5707
11 of this title, an employee who is engaged on official business

12 for the Government is entitled to not in excess of—

13 “(1) 9 cents a mile for the use of a privately owned
14 motoreycle ; or

15 “(2) 18 cents a mile for the use of a privately
16 owned automobile; or ‘

17 “(3) 24 cents a mile for the use of a privately
18 owned airplane;

19 instead of actual expenses of transportation when that mode
20 of transportation is authorized or approved as more advan-
21 tageous to the Government.

22 “(b) In addition to the mileage allowance authorized
23 under subsection (a) of this section, the employee may be
24 reimbursed for—

25 “(1) parking fees;
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| | 4

1 “(2) ferry fecs;

2 “(8) bridge, road, and tunnel costs; and

3 “(4) airplane landing and tie-down fees.”.

4 Suc. 6. Section 5707 of title 5, United States Code, is

hereby amended to read as follows:

[\

6 “§5707. Regulations and reports

-3

“(a) The Administrator of General Services shall pre-
seribe regulations necessary for the administration of this
9 subchapter,
10 - “(b) The Administrator of General Services, in consul-
11 tation with the Comptroller General of the United States, the
12 Secretary of Transportation, the Secretary of Defense, and
13 representatives of organizations of employees of the Govern-
14 ment, shall conduct periodic studies of the cost of travel and
15 the operation of privately owned vehicles to employees while
16 engaged on official business, and shall report the results of
17 such studies to Congress at least once a year.”,
18 Sec. 7, The seventh paragraph under tho heading
19 “Administrative Provisions” in the Senate appropriation’ in
20 the Legislative Branch Appropriation Act, 1957 (2 U.S.C.
21 68b), is amended by striking out “$25” and “$40” and
22 inserting in lieu thereof “$35” and “$50”, respectively.
23 Src. 8. Ttem 5707 contained in the analysis of sub-

24 chapter 1 of chapter 57 of title 5 is amended to read as

follows:

[
<t

“5707. Regulations and reports.”.
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“22= H, R, 15154

IN THE HOUSE 0¥ REPRESENTATIVES

June 38,1974

Mr, Wairenursr (for himself, Mr. Davis of South Carolina, Mr. Guog, and
Mr. Parris) introduced the following bill; which was referred to the
Committee on Government Operations

A BILL

To amend title 5, section 5704 (a) (2), United States Code.
Be it enacted by the Senate and House of Representa-
“tives of the United States of America in Congress assembled,

That title 5, section 5704 (a) (2) be amended as follows:

St e W N M

Btrike out the number “12” and insert in lien thereof the

number “17”,

I

da g 4
At S
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" 980 CONGRESS :
<2 H, R. 14000
@ { ]

IN THE HOUSE OF REPRESENTATIVES

Argi 4,1974

Mr, Warnie introduced the following bill; which was referred to the Com-
mittee on Government Operations

A BILL

To revise certain provisions of title 5, United States Code, re-
lating to per diem and mileage expenses of employees and
other individuals traveling on official business, and for other
purposes.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,

That (a) section 5702 (a) of title 5, United States Code,

B W N R

relating to the per diem allowance of employees traveling on
official business within the continental United States, is
amended by deleting “$25” and inserting in place thereof
“$35”.

(b) Section 5702 (¢) (1) of title 5, United States Code,

W - O <«

9 relating to reimbursement for actual and necessary travel

I
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2
1 cxpenses of cmployees under unusual circumstances in ex-
cess of the maximum per diem allowance, is amended by
deleting “$40” and inserting in place thereof “$50”.
(¢) Secetion 5703 (c) (1) of title 5, United States Code,

B W N

relating to the per diem allowance of individuals serving
without pay or at $1 a year for travel inside the continental

United States, is amended by deleting “$25” and inserting

. -3 (=2} (o1

“$35” in place thereof.

9 (d) Section 5703 (d) (1) of title 5, United States Code,
10 relating to reimbursement for actual and necessary travel
11 expenses of individuals serving without pay or at $1 a year
12 under unusual circumstances in excess of the maximum per
13 diem allowance, is amended by deleting “$40” and inserting
14 in place thereof “$50”.

15 (e) Section 5704 of title 5, United States Code, relating
16 to mileage and related allowances of employces and other
17 individuals performing services on official business inside or
18 ontside the designated post of duty or place of service, is
19 ‘amended to read as follows:

20 “§5704. Mileage and related allowances

91 = “(a) For the purposes of prescribing and administering
22 the regulations authorized by section 5707 of this title, the
23  Comptroller General of the United States shall conduct, be-
24 ginning on July 1 of cach fiscal year, a cost study to deter-

25 mine the actual cost a mile to an employee or other individ-
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g
1 ual performing service for the Govérnment, who is engaged
2 on official business inside or outside the designated post of
3" duty or place of service, for the use of a privately owned
4 motorcycle, automobile, or airplane and submit to the Pres-
5 ident or his designee, not later than the beginning of the third
6 month after such date, the results of such study. The Pres-
7 ident or his designee shall include the specific results of the
8 study of the Comptroller General in regulations governing
9 the authorized payment of the actual costs described above.

10 The Comptroller General shall continue his study of the

11 appropriate and current accurate determination of such costs

12 and shall transmit his then cwrrent determinations at the

13 beginning of the third month after the presentation of the re-

14 sults of each prior study. The President or his designee shall

15 revise, maintain, and administer, on a current basis, the reg-

16 ulations prescribed under section 5707 of this title governing

17 the reimbursement of such costs to the employee or individual

18 concerned.

19 “(b) An employee or individual described in subsection

20 (a) of this section shall not use a privately owned motor-

21 cycle, automobile, or airplane under the circumstances de-

99 scribed in subsection (a) of this section unless specifically

93 authorized in writing to do so in the travel authorization.

o4 Such written anthorization for the use of a privately owned

25 motoreycle, automobile, or airplanc shall be made only in the
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4
interests of the efficient and effective conduct of official busi-
ness of the Government and only if the use of public trans-

portation by the employee or individual concerned would be .

B W N

& personal hardship or ageinst the i)ublic interest.”.
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93p CONGRESS
s H, R. 10539

IN THE HOUSE OF REPRESENTATIVES

Sepremeer 26, 1978

Myr. Broymupn of Virginia introduced the following bill; which was veferved
to the Committee on Government Operations

A BILL

To increase the maximum per diem allowance for employees
of the Government traveling on official business, and for
other purposes. .

1 Be it enacted by the Senate and House of R|epresentu-

2 tives of the United States of America in Congress assembled,

3 That subchapter I .of chapter 57 of title 5, United States

4 Code, is amended—

5 (1) m section 5702 (a), by striking out “$25”
6 and inserting in lieu thereof “$35”;

7 (2) in section 5702(c), by striking out “$40”
8 and “$18” and inserting in liem thereof “$55” and
9 “$33”, respectively;

I
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1

2
1 (3) in section 5703 (c), by striking ont “$25”

2 and inserting in licu thereof “$85” ; and

3 (4) in section 5703 (d), by striking out “$40” and
4 “$18” and inserting in licu thereof “$55” and “$33”,
5 respectively,

6 Sgc. 2. The seventh paragraph under the heading “Ap-

7 MINISTRATIVE PROVISIONS” in the Senate section of the
8 Legislative Branch Appropriation Aect, 1957 (2 US.C.
9 6813), is amended by striking out “$25” and “$40” and
10 inserting in lieu thereof “$35” and “$55”, respectively.
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Mrs. Conrins. Mr. Ronald Zechman, Acting Associate Adminis-
trator, is here to present GSA’s statement.
Mr. Zechman, you may proceed.

STATEMENT OF RONALD ZECHMAN, ACTING ASSOCIATE ADMINIS-
TRATOR, GENERAL SERVICES ADMINISTRATION; ACCOMPANIED
BY ROBERT CHANDLER, DIRECTOR OF THE PASSENGER TRANS-
PORTATION BRANCH, FEDERAL SUPPLY SERVICE; AND EDWARD
DUIGNAN, ASSISTANT GENERAL COUNSEL

Mr. ZecamaN, Madam Chairperson, I have with me to my left
Mr. Robert Chandler, Director of the Passenger Transportation of
the Federal Supply System; and on my left, Mr. Edward Duignan,
Assistant General Counsel of the GSA.

I appreciate the opportunity to appear before this subcommittee
today on behalf of Arthur ¥. Sampson, Administrator, GSA, to
discuss our draft bill covering per diem and mileage expenses, which
was referred to the House Government -Operations Committee on
June 6, 1974,

We strongly feel that present per diem and mileage allowances are
inadequate for most Federal travelers and therefore propose that
legislation be enacted to increase them. A copy of our draft bill to
this end is attached, for the record.

[The draft bill follows:]

GENERAL SERVICES ADMINISTRATION,
Washington, D.C., June 6, 1974.
Hon. CARL ALBERT,
Speaker of the House of Representatives,
W ashingion, D.C.

Drear Mg. SpEaker: There is transmitted herewith for referral to the appro-
priate Committee a draft bill, “To increase the maximum per diem allowance
and the maximum statutory mileage allowance for the use of a privately owned
automobile or airplane for employees of the Federal Government while traveling
on official business, and for other purposes.”

Executive Order 11609 of July 22, 1971, vested in the Administrator of General
Services the authority of the President to prescribe regulations under 5 U.B.C.
5707 without approval, ratification, or other action by the President. The current
Federal'Travel%{egulations, promulgated by the General Services Administration,
are those which became effective on May 1, 1973 (41 CFR 101-7).

‘Under present law (5 U.8.C. 5702), an employee traveling on official business
away from his designated post of duty is entitled to a per diem allowance pre-
scribed by the agency concerned, subject to a maximum of $25 for travel inside
the continental United States. Under regulations preseribed under 5 U.8.C. 5707,
an agency head may prescribe conditions under which an employee may be
reimbursed for the actual and necessary expenses of travel, not to excecd an amount
named in the travel authorization, when the maximum per diem allowance
would be less than the actual and necessary expenses due to “the unusual circum-
stances of the travel assignment.” In such cases, the amount named in the travel
authorization may not exceed $40 for each day in travel status inside the con-
tinental United States, or the maximum per diem allowance established for the
locality where the travel is performed, plus $18 for each day in a travel status
outside the continental United States. The maximum figures of $25, $40, and. $18
have been in offect since November 19, 1969, when they were increased to those
levels by Public Law 91-114 from the previous figures of $16, $30, and $10.

In view of rising costs associated with travel, especially in major metropolitan
areas, the General Services Administration initiated a study to determine the
adequacy of present travel allowances for Federal employees. The study mvg.lved
approximately 13,000 actual employee travel experiences representing 63,000
man-days of travel taken over a period of three months in 1073, and included
22 agencies of the executive branch. This reflects seven-tenths of one percent
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of the total number of man-days of travel. Results show that the present $25
per diem rate was inadequate for over 50 percent of the reported travel. This
was due, primarily, to the increased average costs of approximately 24 percent
in food and lodging expenses since 1969, the year of the last per diem increase.
The Consumer Price Index level reflects this fact. The study also disclosed that,
actual subsistence expense allowances of up to $40 per day were authorized in
only three percent of the travel reported.

We, therefore, propose in our draft bill that the maximum statutory per diem
allowance be increased from $25 to $30; the maximum statutory actual sub-
sistence expenses in the continental United States be increased from $40 to $50
per day; and the permissible amount in addition to the maximum per diem
allowance established for the locality for travel outside the continental United
States be increased from $18 to $23 per day. Section 2 of our draft bill would
provide the sams changes in the $25 and $40 limitations imposed upon the Senate
by the Legislative Branch Appropriation Act, 1957, as amended. In spite of these
increases, the allowances will not be sufficient to take care of those employees
traveling to major cities such as New York and San Francisco. Based on published
commercial lodging and meal expenses, it would require an average of $45 per
day for adequate lodgings with three average meals, including tips and taxes.
For that reason, it is proposed in our draft bill to permit the reimbursement of
actual and necessary expenses of a trip when they are much more than the maxi-
mum per diem allowance, due to a travel assignment to such major cities and
metropolitan areas. Under present law this reimbursement is permitted only
when the higher expenses are due to “unusual circumstances.”

Based on a $30 statutory per diem rate, it is anticipated that there would be
approximately 10 major city areas at the present time where travel expenses
would exceed the maximum per diem rate by 10 percent or more and would there-
fore be designated as a “‘major city locality.” A maxzimum rate would be stated in
the governing regulations for each major city area so designated, but in no case
will the rate established exceed the $50 statutory maxzimum actual expenses al-
lowance. It is further anticipated that the maximum locality rates would be re-
viewed at least annually and adjusted as appropriate, within the proposed ceiling
of $50 rer day. These major city locality rates would be prescribed as maximums
only, and when actual subsistence expenses incurred in any one day are less than
the maximum authorized, the traveler will, of course, be reimbursed only for the
lesser amount.

We believe this major city locality rate method to be a means of meeting the
demonstrated needs of Federal employees who must travel on official business,
which is preferable to increasing the maximum per diem rate to a level sufficient to
meet these particular circumstances of travel. It will relieve the situations which
are now causing most of the hardships experienced by Federal employee travelers,
while the proposed increase in the maximum per diem rate will adequately cover
the remainder.

Under our proposed draft bill, the maximum yearly cost impact based on a per
diem increase to $30 would be approximately $24 million over the present rate
($25), plus an additional increase of approximately $10 million based on the
establishment of the major city locality rate method.

This bill also proposes to amend 5 U.8.C. 5704(a)(2), to increase the maximum
allowance for the use of a privately owned automobile from 12 cents to 18 cents
& mile, and for the use of a privately owned airplane from 12 cents to 24 cents &
mile, and to amend 5 U.S.C. 5704(b) to provide, in addition to the mileage allow-
ance prescribed under 5 U.S.C. 5704(a)(2), that employees who use a privately
owned airplane for official business may be reimbursed for landing and tiedown
fees.

The maximum figures of 12 cents for a privately owned automobile and air-
plane have been in effect since August 14, 1961, when they were increased to those
levels by Public Law 87-139 from the previous figure of 10 cents.

A recent study by GSA of automobile operating costs indicates that the cost
of operating a privately owned automobile as of April 1974 was 14.4 cents a mile.

Another study which we recently completed relates to. costs associated with
opersting a privately owned airplane. As determined in this study, the cost of
operating a privately owned, single engine, piston airplane, as of December 1973,
was approximately 20.6 cents per mile, exclusive of landing and tiedown fees.

Although our studies indicated operating costs of 14.4 cents per mile for pri-
vately owned automobiles and 20.6 cents per mile for privately owned airplanes,
we recommend that the statutory rates be set at 18 and 24 cents per mile, respec-
tively. This would allow us latitude in preseribing reimbursement rates within the
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statutory maximums that will equate to the current costs of operating these
conveyances. v

Additionally, we recommend that 5 U.8.C. 5704(b) be amended to permit
reimbursement for landing and tiedown fees in addition to the mileage allowance
preseribed for privately owned airplanes. Although similar costs such as parkin
fees, ferry fares, and highway tolls may be separately allowed under 5 U.8.C.
5704 (b) for the use of 8 privately owned automobile, there is no statutory authority
for separately allowing the expenses of landing or tiedown services when a privately
owned aireraft is authorized for use on official business. A change in the law to
allow separate reimbursement for these costs will insure a closer relationship
between expenses incurred and the amount of reimbursement and will standardize
the allowances as they relate to both automobiles and airplanes.

The estimated annual costs impact for each 1 cent per mile increase for privatelf/
owned vehicles is $3.8 million and for privately owned airplanes is $11,000. If
the rates for reimbursement are set at 15 and 21 cents, the estimated annual
total cost impact would be $11.5 million more than today’s inadequate allowance.

The draft bill will provide more equitable treatment for Federal employee
travelers and alleviate the inadequacies of present travel allowances. We urge its
prompt enactment.

The Office of Management and Budget has advised that there is no objection
10 the submission of this draft bill to the Congress and that its enactment would
be consistent with the Administration’s objectives.

Sincerely,
DwigHT A, INK,
Deputy Adminisirator.
Enclosure,

A BILL To revise certain provisions of title 5, United States Code, relating to per dlem and mileage expenses
of employees and other individuals traveling on official business, and for other purposes

Be i enacted by the Senate and House of Representatives of the Uniled States of
America in Congress assembled, That subchapter I of chapter 57 of title 5 United
States Code, is amended as follows:

(1) In Section 5701, by striking out ‘‘and” at the end of paragraph (5), by
striking out the period at the end of paragraph (6) and inserting in lieu thereof
. and”, and by adding the following:

“(7y ‘major city locality’ means & city or metropolitan area designated as
such by regulation prescribed under section 5707 of this title.”

(2) In section 5702(a), by striking out “‘$25" and inserting in lieu thereof ““$30";

(3) By changing the language of section 5702(c) to read as follows:

¢(¢) Under regulations prescribed under section 5707 of this title, the head of
the agency concerned may prescribe conditions under which an employee may be
reimbursed for the actual and necessary expenses of the trip, not to exceed an
amount named in the travel authorization, when the maximum per diem allow-
ance would be much less than these expenses due to—

“(1) the unusual circumstances of the travel assignment, in which case the
amount named in this travel authorization may not exceed—
“(g) $50 for each day in a travel status inside the continental United
States; or
“(p) the maximum per diem allowance plus $23 for each day in a
travel status outside the continental United States; or
“(9) a travel assignment to & city or metropolitan area designated by
regulations prescribed under section 5707 of this title as a ‘major eity locality’,
in whieh case the amount named in the travel authorization may not exceed
the amount stated in the regulation so designating the locality. In no case
may the amount stated in the regulation exceed $50 per day.”

(4) In section 5703(c), by striking out “$25” and inserting in lieu thereof “$30"".

(5) In section 5703(d), by striking out “$40” and “$18” and inserting in lieu
thereof ““$50°’ and “$23”, respectively.

(6) In section 5704(a) by: :

(@) striking out “12 cents’” and inserting in lieu thereof “18 cents’’ at the
beginning of paragraph (2);
(b) striking out the words ‘‘or airplane” at the end of paragraph (2) and
inserting after the semicolon the word “or”; and
(¢) adding at the end thereof & new paragraph as follows:
“(8) 24 cents a mile for the use of a privately owned airplane;”’
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(7) In Section 5704(b) by:
(a) striking out the word “and’” after semicolon at the end of paragraph (2);
(b) striking out the period at the end of paragraph (3) and inserting in lieu
thereof “; and”; and i
(¢) adding at the end thereof a new paragraph as follows:
‘“(4) landing and tiedown fees.”

SEec. 2. The seventh paragraph under the heading “Administrative Provisions’’
in the Senate section of the Legislative Branch Appropriation Aet, 1957 (70 Stat.
360, as amended, 2 U.8.C. 68b), is amended by striking out “$25"" and %40’ and
inserting in lieu thereof “$30°” and “850”, respectively. :

Mr. ZcumaN. Specifically, our draft bill proposes the following: P
Raise per diem maximum from $25 to $30 ; raise actual subsistence
meaximum within the United States from $40 to $50; raise the
maximum actual subsistence allowance for travel outside of the
continental United States from $18 to $23; set special locality rates
for major cities where the maximum per diem rate would be inadequate
to meet the average cost of lodgings and meals; set statutory maxi-
mums of 18 cents per mile for automobiles and 24 cents per mile for
g'}f]planes. Landing and tiedown fees are also provided for in our draft

A unique feature of our bill is the establishment of & “major city
locality” rate. Based on a $30 statutory per diem rate, it is anticipated
that there would be approximately 10 major city areas at the present
time where travel expenses would exceed the maximum per diem rate
by 10 percent or more, and would therefore be designated by regulation
as & “major city locality.”

maximum rate would be stated in the governing regulations for
each major city area so designated. The major city locality rates would
be prescribed as maximums only; and when actual subsistence expenses
incurred in any 1 day are less than the maximum authorized, the trav-
eler will, of course, be reimbursed only for the lesser amount.

It is our opinion that the major city locality rate is & method of
meeting the demonstrated needs of IFederal employees who must
travel on official business to higher cost areas, which is preferable to
increasing the maximum per diem rate to a level sufficient to meet
these particular circumstances of travel. It will relieve the situations
which are now causing most of the hardships experienced by Federal
employee travelers, while the proposed increase in the maximum per
diem rate to $30 will adequately cover the remainder.

We support the intent of the chairman’s bill, H.R. 15903. We
would like to have the opportunity to review the details and some of
the terminology, and WOI‘E with the members of the committee staff
prior to the markup of the hill.

This concludes my summary statement, Madam Chairperson.
Further details are provided in the complete statement which I
have provided for the record. I would be happy to respond to any
questions that you or other members of the subcommittee might have.

[Mr. Zechman’s prepared statement follows:]

PrEPARED STATEMENT 0oF RoNALD E. ZECHMAN, ACTING ASSOCIATE ADMINIS-
TRATOR, GENERAL SERVICES ADMINISTRATION

Mr. Chairman and members of the subcommittee, I appreciate the opportunity
to appear before this subcommittee today on behalf of Arthur F. Sampson,
Administrator, GSA, to discuss our draft bill covering ger diem and m1le;age ex-
penses, which was referred to the House Government Operations Committee on
June 6, 1974.
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We strongly feel that present per diem and mileage allowances are inadequate
for most Federal travelers and therefore propose that legislation be enacted to
increase them. A copy of our draft bill to this end is attached, for the record.

Specifically, our draft bill proposes the following:

Raise per diem maximum from $25 to $30.

Raise actual subsistence maximum from $40 to $50.

Raise per diem maximum for travel outside of the continental United
States from $18 to $23.

Set special locality rates for major cities where the maximum per diem
rate would be inadequate to meet the average cost of lodgings and meals.

Set statutory maximums of $.18 per mile for automobiles and $.24 per
glil?tfg}'llairplanes. Landing and tiedown fees are also provided for in our

raft bill,

Executive Order 11609 of July 22, 1971, vested in the Administrator of General
Services the authority of the President to prescribe regulations under 5 U.8.C.
5707. The current Federal Travel Regulations, promulgated by the General Serv-
ilc(t)es ?dministration, are those which became effective on May 1, 1973 (41 CFR

1-7).

In view of rising costs associated with travel, especially in major metropolitan
areas, the General Services Administration initiated a study to determine the ade-
quacy of present travel allowances for Federal employees. The study involved ap-
proximately 13,000 actual employee travel experiences representing 63,000 man-
days of travel taken over a period of threec months in 1973, ang included 22
agencies of the executive branch. This reflects seven-tenths of one percent of the
total number of man-days of travel. Results show that the present $25 per diem
was inadequate for over 50 percent of the reported travel. This was due, primarily,
to the increased average costs of approximately 24 percent in food and 1odgin}§ ex-
penses since 1969, the year of the last per diem increase. The Consumer Price

Tndex level further reflects this fact. The study also disclosed that actual sub-
sistence expense allowances of up to $40 per day were authorized in only three
percent of the travel reported.

We, therefore, propose in our draft bill that the maximum statutory per diem
allowance be increased from $25 to $30; the maximum statutory actual subsistence
expenses in the continental United States be increased from $40 to $50 per day;
and the permissible amount in addition to the maximum per diem allowance estab-
lished for the locality for travel outside the continental United States be increased
from $18 to $23 per day. Section 2 of our draft bill would provide the same changes
in the $25 and $40 limitations imposed upon the Senate by the Legislative Branch
Appropriation Act, 1957, as amended.

Although these increases will be adequate to cover the expenses of most travel,
the allowances will not be sufficient to take care of those employees traveling to
major cities such as New York and San Francisco. Based on published commercial
lodging and meal expenses, such localities require as much as $45 per day for ade-
quate lodgings with three average meals, including tips and taxes. For thatreason,
it is proposed in our draft bill to permit the reimbursement of actual and necessary
expenses of a trip when they are much more than the maximum per diem allow-
ance, due to a travel assignment to such a major city. Under present law, reim-
bursement of this type is permitted only when the higher expenses are due to ‘“un-
usual circumstances.”’

Based on a $30 statutory per diem rate, it is anticipated that there would be
approximately 10 major city areas at the present time where travel expenses would
exceed the maximum per diem rate by 10 percent or more and would therefore be
designated by regulations as a ‘‘major city locality.” A maximum rate would be
stated in the governing regulations for each major city area so designated, but in no
case would the rato established excecd the $50 statutory maximum for actual
expenses allowance. It is further anticipated that the major city locality rates
would be reviewed at least annually and adjusted, as appropriate, within the pro-
posed ceiling of $50 per day. The major city locality rates would be prescribed as
maximums only; and, when actual subsistence expenses incurred in any one day
are less than the maximum authorized, the traveler will, of course, be reimbursed
only for the lesser amount.

Tt is our opinion that the major city locality rate is a method of meeting the
demonstrated needs of Federal employees who must travel on official business to
higher cost areas, which is preferable to increasing the maximum per diem rate
1o a level sufficient to meet these particular circumstances of travel. It will relieve
the situations which are now causing most of the hardships experienced by Federal
employee travelers, while the proposed increase in the maximum per diem rate to
$30 will adequately cover the remainder.
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We estimate that under our draft bill, the maximum yearly cost impact based
on a per diem increase to $30 would be approximately $24 million over the present
rate ($25), plus an additional increase of approximately $10 million based on the
establishment of the major city locality rate method. We believe that the major
city locality rate method will provide more flexibility in setting equitable rates and
result in lower overall costs to the Government than would result if a higher across-
the-board per diem rate was established reflecting the higher costs in major cities.
A per diem rate equitable for major cities would be too high' for most of the travel
performed. Indeed, our study indicates that an increase even to $35 in the flat
per diem rate would not be warranted for travel performed to other than major
city localities. We estimate that an across-the-board increase to $35 would have a
mazimum cost impact of approximately $47 million over the present $25 rate.
Thus, calculations based on our sample indicate that our draft bill would result
in a lower cost of up to $13 million for travel of some 9.4 million man-days per
year than would an across-the-board increase of $35. While these figures are
based on payment of maximum per diem for all travel, which would not be the
actual case, it does serve to support our opinion that the proposed draft bill would
satisfy the traveler’s needs, yet result in lower costs to the Government.

A recent study by GSA of automobile operating costs indicates that the average
cosit of operating a privately owned automobile as of April 1974 was 14.4 cents a
mile,

Another study which we recently completed relates to costs associated with
operating a privately owned airplane. As determined in this study, the average
cost of operating a privately owned, single-engine, piston airplane, as of De-
cember 1973, was approximately 20.6 cents per mile, exclusive of landing and
tiedown fees.

Although our studies indicated operating costs of 14.4 cents per mile for pri-
vately owned automobiles and 20.6 cents per mile for privately owned airplanes,
we recommend that the statutory maximum rates be set at 18 and 24 cents per
mile, respectively. This would allow us latitude in prescribing reimbursement
rates within the statutory maximums that will equate to the current costs of
operating these conveyances.

Additionally, we recommend that 5 U.S.C. 5704(b) be amended to permit
reimbursement for landing and tiedown fees in addition to the mileage allowance
prescribed for privately owned sairplanes. Although similar costs such as parking
fees, ferry fares, and highway toxﬁs may be separately allowed under 5 U.S.C.
5704(b) for the use of a privately owned automobile, there is no statutory author-
ity for separately allowing the expenses of landing or tiedown services when a
privately owned aircraft is authorized for use on official business. A change in the
law to allow separate reimbursment for these costs will standardize the allowances
as they relate to both sutomobiles and airplanes.

The estimated annual cost impact for each one cent per mile increase for
privately owned vehicles is $3.8 million and for privately owned airplanes is
$11,000. If the rates for reimbursement are set at 15 and 21 cents, the estimated
annual total cost impaet would be $11.5 million more than today’s inadequate
allowance.

The Office of Management and Budget advises us-that these increases in travel
costs will be largely absorbed by the individual agencies within their available
appropriations.

his concludes my prepared statement, Mr. Chairman. I will be happy to
respond to any questions you may have.

Mrs. Cornins. Thank you, Mr. Zechman. You just mentioned
that you would be interested in working with the committee staff
before the markup of the bill. You do support the basic concept?

Mr. Zecaman. We do.

Mrs. Covruins. Fine. )

Mr. ZecamaN. We support the basic concept. In scanning the bill,
we have some questions as to some of the terminology, but these are
things which could be resolved.

Mrs. Corrins. Has GSA made a recent study of the cost of lodging
and meals in various areas around the country where Government
employees might be traveling?
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Mr. ZecamAaN. Yes, the study was initiated in the spring of 1973,
and completed in the fall of the year. A sampling technique was used
and covered just under 1 percent of the total Government travel.
The results of that study indicated that approximately 50 percent of
the Federal employees’ travel expenses exceeded the $25 a day rate.

Mrs. CoLLins. That 1 percent would be roughly a study of 13,000
employees or so?

Mr. ZmcumaN. There were 63,000 man-days of travel and 13,000
trips representing 22 agencies, and it was taken over a 90-day period
in 1973.

Mrs. Corrins. Allowances for over $25 were authorized in only
about 3 percent of the cases, is that correct?

Mr. ZecHMAN. Yes, for expenses due to unusual circumstances of
a travel assignment.

Murs. Corrins. Food and lodging expenses have increased approxi-
mately 24 percent since 19697

Mr. ZECHMAN. Yes.

Mrs. Corrins. Would it be beneficial to the Government to estab-
lish more uniformity in the administration of per diem allowances?

Mr. ZecamaN. We definitely should have it.

Mrs. Corrins. Do you feel it is desirable to have a provision which
allows for the proration of per diem allowances if traveling consumes
less than a full day?

Mr. ZECHMAN. Yes.

Mrs. Corrins. In other words, for meals and lodging?

Mr. ZEcHMAN. Yes, but by regulation.

Mrs. Connins. Both Chairman Brooks’ bill and the GSA proposal
provide for the possibility of establishing higher rates in certain areas.
Would you explain how you would determine which areas should
enjoy that privilege and how you would determine the amount that
would be paid for travel in those areas?

Mr. ZucamaN. Yes. Our study indicated there were several ways
that we could do this. The one tﬁat we used is the Runzheimer Meal
Lodging Cost Index. This is a management consulting firm out of
Rochester, Wis. It is used very heavily by the private sector. They
cover, I think, 100 cities, and they update 25 percent of the cities on a
quarterly basis. So once a year, all tge cities are updated. And using
this as our basis, we found that there are 10 cities in the United States
that would exceed a $30 maximum per diem rate. In fact the latest
revision brings New York City very close to $50.

We could also use the Bureau of Labor Statistics. This is available
and is being used by industry.

Mrs. Corzins. I have a list of cost of lodging and three meals at
100 cities in the United States, which you already mentioned, and
which I would like to put into the record at this time.

[The material follows:]
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MOST RECENT PER DIEM COSTS OF LODGING AND MEALS
Over One Million Population Type Cities

1. " Atlanta, Georgia $28.60
2. Baltimore, Maryland 29.35
3. Boston, Massachusetts 36.45
4. Buffalo, New York . 26.90
5. Chicago, I11inois 36.50
6. Cincinnati, Ohio 28.30
7. Cleveland, Ohio 30.05
8. Dallas, Texas 30.55
9. Denver, Colorado ' . 28.05
10. Detroit, Michigan 31.20
11. Houston, Texas 30.05
12. Kansas City, Missouri 27.55
13. Los Angeles, California ) 33.90
14. Miami, Florida 32.70
15. Milwaukee, Wisconsin 25,60
16. Minneapolis, Minnesota 32.80
17. Newark, New Jersey 33.00
18. New York, New York 48.50
19. Philadelphia, Pennsylvania 33.40
20. Pittsburgh, Pennsylvania 28.55
21. St. Louis, Missouri 29.45
22. San Diego, California 29.30
23. San Francisco, California 37.70
24. Seattle, Washington 29.85
25. MWashington, D. C. 40.05
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From 500,000 to One Million Type Cities

{. Akron, Ohio $25.25
2. Albany, New York 28.50
3. Birminghan, Alabama 23.30
4. Bridgeport, Connecticut 31.75
5. Columbus, CQhio 26.50
6. Dayton, Ohio 24.10
7. Hartford, Connecticut 28.75
8. Honolulu, Hawaii 34.25
9. Indianapolis, Indiana 26.65
10. Jacksonville, Florida 22.90
11. Louisville, Kentucky 27.25
12. Memphis, Tennessee 29.20
13. MNew Haven, Connecticut 28.20
14. New Orleans, Louisiana 32.90
15. Norfolk, Virginia 25.50
16. Oklahoma City, Oklahoma 25.20
17. Omaha, Nebraska 24.90
18. Phoenix, Arizona 27.30
19. Portland, Oregon 25.35
20. Providence, Rhode Island 26.45
21. Richmond, Virginia 24.90
22. Rochester, New York 27.25
23. Sacramento, California 24.80
24. San Antonio, Texas 24.40
25. San Jose, California 26.70
26. Springfield, Massachusetts 26.65
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I
500,000 to 1 Million Population (continued)

27. Syracuse, New York $26.75
28. Tampa, Florida 26.55
29. MWorcester, Massachusetts 27.15

From 100,000 to 500,000 Type Cities

1. Albuquerque, New Mexico 23.50
2. Amarille, Texas 20.15
3. Asheville, North Carolina 30.35
4. Atlantic City, New Jersey 35.50
5. Austin, Texas 23.90
6. Baton Rouge, Louisiana 22.05
7. Charleston, South Carolina 22.00
8. Charlotte, North Caralina 22.55
9. Des Moines, lowa 24.40
10. El Paso, Texas 22.45
11. Fort Wayne, Indiana 23.30
12. Fresfo, California 26.75
13. Harr{sburg, Pennsylvania | 25,55
14. Huntsville, Alabama 23.55
15. Jackson, Mississippi 26.50
16. Kalamazoo, Michigan 25.15
17. Las Vegas, Nevada 32.25
18. Lexington, Kentucky 24.60
19. Little Rock, Arkansas 23.25
20. Madison, Wisconsin 27.45
21. Nashville, Tennessee 23.15
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10,000 to 500,000 Population (continued)

3. Orlando, Florida $25.25

Pittsfield, Massachusetts 29.70
5. Portland, Maine 27.30

Raleigh, North Carolina ] 24.80

Rockford, I11inois 21.60
4. Salt Lake City, Utah 27.35
3. Santa Barbara, Caiifornia 29.80
1. Spokane, Washington 27.05
I. Springfield, I11inois 22.50
2. Springfield, Missouri 19.60
3. Toledo, Ohic 25.05
4. Tucson, Arizona 26.20
35, MWichita, Kansas . ’ 21.55
36. Wilmington, Delaware 24.30
37. York, Pennsylvania 23.65

Jnder 100,000 Population Type Cities

1. Albany, Georgia 20.40
2. Anchorage, Alaska 35.70
3. Boise, [daho 23.20
4. Burlington, Vermont 25.95
5. Charleston, West Virginia 25.75
6. Cheyenne, Wyoming 23.55
7. Great Falls, Montana 23.10
8. Manchester, New Hampshire 21.45
9. Roanoke, Virginia 25.05
10. Sioux Falls, South Dakota 23.00

Approved For Release 2001/09/07 : CIA-RDP76M00527R000700030004-7



Approved For Release 2001/09/0274: CIA-RDP76M00527R000700030004-7

Mrs. Corrins. With regard to mileage allowances, do you feel that
a maximum of 18 cents per mile will permit sufficient flexibility to
absorb any foreseeable increased costs?

Mr. Zecaman. Well, T would hope so. In the last year or so with
the energy crisis, we have seen a substantial increase in the price of
gasoline. Right now, I think our studies indicate that the cost of
operating a privately owned automobile is approximately 15 cents per
mile and currently we are authorized by statute to pay 12 cents.

So we have a problem here. Unless there is some unforeseen circum-
stance, I think that the 18 cents would be reasonsable.

Mrs. CorLiNs. What percentage of the per mile operating costs for
an automobile is attributable to expenditures for gasoline?

Mr. Zeceman. I am told it is approximately 15 percent of the total
cost.

Mrs. CoLins. 15 percent?

Mr. Zecumax. I will substantiate that for the record.

[The information follows:]

According to a GSA study of mileage costs conducted in April 1974, gasoline
costs represented approximately 22 percent of the total costs for an automobile.

Mrs. Corrins. Would you provide the subcommittee with copies of
the GSA study on the cost of operating an automobile and aircraft?

Mr. ZecamaN. Yes.

[The information referred to follows ]
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COST OF OPERATING

NOTE:

AN AUTCLIQBILE

GSA adjusts the DOT cost factors to exclude 2 cents per mile for garage, parking, and

tolls as these are reimbursed separately.
realistic rate of 5 years instead of 10 years used by DOT.

The depreciation is adjusted to allow a more
This results in an adjusted

rate per mile of 14, 4¢ for GSA purposes.

FZSP 5/30/74

SUBURBAN BASED OPERATION

CENTS wyd
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R T

1-:{"'5

ORIGINAL VEHICLE ~ MAINTENANCE,  GAS & OIL cARace, INsurance]states  TQOTAL
COST DEPRECIATED ~ ACCESSORIES,  (EXCLUDING  PARKING, FEDERAL (OjaT
PARTS & TIRES TAXES) & TOLLS TAXES
e ARe 424 I 3.4¢ ‘ 3.2¢ | 2.0¢ | 16¢ | 15¢ | 15.9¢
GoupACT l 2.9¢ l 2.7¢ 2.6¢ 2.0¢ | 154 [1.2¢ 12.9¢
suscoueACT ] 2.3¢ I 2.5¢ 2.0¢ | 2.0¢ |1.5d 9 a‘l 11.2¢

U.S. DEPARTMENT OF TRANSPORTATION
Federal Highway Administration

Office of Highway Pianning

Highway Statistics Division

April 1974
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COST OF OPERATING AN AUTOMOBILE

L. L. Liston and R. W. Sherrer

(Mr. Listor. is Chief of the Vehicles, Drivers, and Fuels Branch,
Highway Statistics Division of the Federal Highway Administra-
tion. Mr. Sherrer is an Economist in the Vehicles, Drivers, and

Fuels Branch.)

introduction

The 101 million automobiles registered in 1973
traveled more than 1 trillion miles and. used over 76
billion gallons of gasoline. About 11 million of these
automobiles were purchased new during the year at
a cost of more than $27 billion. Many ‘of the owners
of these new cars, who bought vehicles costing $2,500
or more, probably did not realize that they were
making the second most expensive purchase a person
makes during his life. In fact, most owners probably
are not aware of how much their cars cost to own and
operate. The purchase price is only the first in a
series of costs incurred in the automobile’s approxi-
mate 10-year, 100,000-mile trip from the assembly
line to the junkyard. To examine this trip and the
vehicle costs, one geographic location, suburban
Baltimore, Maryland, was chosen as the study site.
The study data are for that location only, and are not
national averages.

As was the case in the 1972 study, three cars have
been chosen to compare the costs incurred, and to
show the various costs in relation to the highway-user
taxes paid. Earlier editions of this report! considered
costs for only one vehicle, a standard size “big 3"
four-door sedan operated from a home in the Balti-
more, Maryland, area. The current study is also
based in the Baltimore, Maryland, area in order to
retain comparison with data from prior reports.

The vehicles chosen for study ere a standard size
“big 3” four-door sedan (table 1), an American-made
compact (table 2), and a subcompact (table 3). The
modern American subcompact cars have not been in
existence long enough so that accurate data can be
obtained on anticipated repairs and maintenance costs.
Therefore, assumptions had to be made concerning

*Studies were published in 1950, 1967, 1970, and 1972.
Copies of the 1972 study are available, but supplies of the
earlier editions have been exhausted.
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some of these factors. All assumptions will be dis-
cussed later.

During the 10-year study period, assuming current
rates, the standard-size car owner will pay $4,032 for
some 7,700 gallons of gasoline. He will pay $2,940 to
keep the vehicle maintained and in repair, $1,618 to
insure it, and $1,960 for garaging, perking, and tolls.
His State and Federal automotive tax bill, most of
which goes to support the roads he drives on, will
amount to $1,509—about 9.5 percent of total costs.
Many ownership and operation costs for the typical
compact and subcompact cars are not comparable to
those of the standard-size car because of the assumed
items of optional equipment on each car and their
effect on costs. However, the automotive tax portions
of the costs for each car should be comparable. These
taxes total $1,158 for the compact car, and $925 for
the subcompact car—9 percent and 8.3 percent re-
spectively of total costs.

During the 24-year period, 1950-1974, the State
and Federal tax component of automobile costs has
varied less than 1.5 percentage points (10.9 percent
in 1950 to 9.5 percent in 1974). The taxes shown in
this report for the standard-size automobile are 9.5
percent of total costs, down from the 9.7 percent shown
in 1972, Many local jurisdictions tax motor vehicles
and their use in a manner similar to the State regis-
tration taxes and motor-fuel taxes. Also, several
States levy personal property taxes on motor vehicles.
None of these taxes were levied in the study area, but
any computations of the cost of owning and operating
an automobile in an area where such taxes exist
should include them.

The “Cost of Operating an Automobile” report has
been updated and published as changés in costs and
vehicle characteristics have warranted additional
study. The most rccent prior edition was issued in
April 1972, The text, method, and coverage of the
current report borrows freely from former reports.




|
Study Factors and Assumptions

A description of the vehicles included in the study,
the repairs, the repetitive maintenance aperations,
replacement items, insurance, and other costs that
were included in the study and the values of factors
used to compute these costs are listed in the tabulation
titled, “Automobile Operating Costs—Bases for Esti-
mates.” The costs and rates for suburban Baltimore,
shown in this table, can be compared easily with costs
and rates for other localities. Then, estimates of auto-
mobile operating costs for vehicles in those other
localities can be made using this study as a guide.
For example, the price of gasoline used in this study,
as shown in the “Bases for Estimates” table, was 52.1
cents per. gallon. If the price of gasoline in another
locality were 54.1 cents per gallon, persons living
there, and wishing to estimate their own automobile
operaling costs, could adjust the gasoline cost figure
in this study to reflect the 2 cents per gallon higher
price. Other costs and rates would have to be checked,
and any necessary adjustments made.

The vehicles considered here are from the same
manufacturers as those used in the 1972 study, but
there are base price differcnces between the cars for
each of the ycars,

In prior studies, the list or “sticker” price. of the
basie automobile plus optional equipment was consid-
ered to be the purchase price. In the current study
the purchase price of the car was considered to be the
“sticker” price of the vehicle including optional equip-
ment less the average discount allowed on that car,
as reported by a number of dealers. Consequently,
even though the list price of the 1974 model standard-
size car is several hundred dollars more than the price
of the comparable vchicle used in the 1972 study, the
purchase price shown for the 1974 model is less. The
amount of discount a dealer allows depends on the
size of dealership, his inventory situation, time of
year, and the ability of the buyer to negotiate a good
deal.

The costs shown in this report are not taken from
records of specific vehicles nor are the amounts of
usage, fuel consumption rates, or any other factors
necessarily presented as averages. However, the ve-
hicle and operation cost fuctors probably are typical
for cars of thesc sizes in the study arca. Nationwide
sales records of the 1974 model standard-size car, and
the compact show that 90 percent or more had power

* steering, over 94 percent had automatic transmissions,
90 percent had radios, and 85 percent of the standard-
size cars had air conditioners. For the subcompacts
the number with power stecring was ncgligible, 27
percent had air conditioning, 57 percent had automatic
transmissions, and 83 percent had radios. The factors
used here were selected on the basis of available

Approved For Release 2001/09/07 : Gl A-RDP76M00527R000700030004-7

statistics, discussions with automobile industry per-
sonnel, and assistance from service managers of major
automobile dealers.

In order to estimate car operating costs, it was
necessary to make a scries of assumptions concerning
tire and battery replacements, wheel alinements, light
bulbs, fan belts, brake linings and parts, lubrications,
and other repair and maintenance items. The need
for repairs was estimated from data gathered during
discussions of repair experience with car service per-
sonnel, and from the authors’ knowledge. They in-
clude such items as starter repair, carburetor overhaul,
replacement of fuel pump, radiator hoses, muffler, tail
pipes, and shock absorbers, and what must szem to
the owner to be a pretty long list of other repairs.
Several of these repairs must be made more than once
during the life of the car. No costs were included for
repairs or replacements that would have been covered
by warrantics. The mechanical features on Ihe ve-
hicles in this study are similar to those in the prior
study, so changes in costs are due mainly to increases
in charges for parts and labor. Maintenance and
repair costs’ reflect a 3.year increase in parts prices
over thosc used in the 1972 study. The 1972 study
was based on 1971 prices. In the current study the
costs for all repairs are based on 1974 prices.

The assumed vehicle life of 100,000 miles during a
10-year period has been questioned by some persons
as being too long, and others who believe it to be too
short.  Vehicle survival data developed on popular
brand, standard-size cars show that half of thos: auto-
mobiles were still on the road at the end of 10 years.
This finding appears to be applicable to the compact
cars also, byt there is still not enough evidence to
establish a survival rate for subcompacts. Odometer
readings were taken recently from subcompact cars
ranging from 1 to 3 years old, and the indicated miles
traveled are consistent with the mileage assumptions
for the standard-size and compact cars,

It has been assumed that each car was bought new,
without & trade.in, and that the purchaser did not
have to pay full sticker price. The intent is to trace
each vehicle and its costs through a 10.year life as
developed from odometer records of vehicles of these
kinds. Usually an automobile passes through two,
three, or more owners during its life, but we have not
included any change of ownership costs in our figures.
A person’s demand for transportation tends to be
relatively stable from year to year, so it would be
unlikely that he would operate his only car successively
fewer miles each year. However, a 9-year old car is
typically operated fewer miles during the year than
a new one or a relatively new one. Therefore, it can
be assumed that the older car has become the second
or third car in a family, or for some other reason it is
operated at a much reduced rate,
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Not all cost items are listed in detail in the tables,
but sufficient information is included to assist those
who wish to make recomputations to fit other geo-
graphic areas, or other types of operation. The costs
are computed for suburban Baltimore, Maryland. 1If
the suburban costs had been computed for Boston,
New York, or San Francisco, they probably would
have been higher, and if they had been computed for
Jacksonville, Montgomery, or Fort Worth, they would
have been lower. Rural running costs in most parts
of the United States probably would not differ greatly,
but there could be noticeable differences in vehicle
registration fees, and in gasoline taxes because of the
variance in rates among States. The running costs
(gasoline, tires, oil, repairs, and maintenance, etc.)
for the vehicles in rural operation tend to be lower
than for comparable cars in suburban use. because
there are fewer traffic control devices, less congestion,
and the opportunity for accidents with other vehicles
is less frequent.

The costs that are most likely to change in the short
range, and are likely to need adjustments from one
geographic Jocation to another are: gasoline price and
tax, registration fee, repair labor rate, insurance
premium, toll charges and parking charges. Also, the
remaining value of a car differs from region to region,
so the used car value guide should be consulted for
the owner’s area in order to adjust the amount for
depreciation.

Automobile financing charges are not included in
the tables of costs shown in this report. However,
they can be computed easily for given automobile
sales prices and interest rates. A car buyer must pay
interest on money borrowed from a bank or other
financial institution or forego interest he-would have
earned if he elects to use his savings or ather invest-
ments and pay for the car outright. On a 36-month
loan covering threc-fourths of the purchase price, the
interest charge in suburban Baltimore at a 10-percent
annual rate, and its cost per mile for the 3-year period,
would be $317 or 1.3 cents per mile for the standard-
size car. It would be $356, or 0.9 cents per mile for
the compact, and $291 or 0.7 cents per mile for the
subcompact. On the other hand, if the purchase were
financed by a savings withdrawal rather than by
borrowing, and the amount withdrawn were paid back
in 36 equal monthly installments, the net interest lost
(at 5% percent) in the account would be $286 or
0.7 cents per mile for the standard-size car, $197 or
0.5 cents per mile for the compact, and $161 or 0.4
cents per mile for the subcompact. There can be
important cost differences in alternative methods of
financing a new car purchase, and the merits of
different plans should be weighed carefully before a
particular one is selected.
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The garaging cost is computed to be the value of
any arrangements made by the car owner for off:
street storage of the car at his residence. It may be
an attached or detached garage, a carport, or it may
be a paved parking apron or gravel surfaced space
beside his house. Parking costs include metered curb
parking, and costs of temporary storage in lots or
parking buildings away from the owner’s residence.

In some areas of the United States tolls and garag-
ing would cost less than in ‘the study area, but an
automobile owner traveling south, or west, or north
from Baltimore customarily would encounter major
toll routes. Also, he would spend more for garaging
and parking than residents of small towns or rural
areas. To go to New York City, 185 miles to the
north and return, he would pay $8.10 in tolls, not
counting the $1.20 Baltimore Tunnel fee. This is
substantially more than persons living in Atlanta,
New Orleans, or St. Louis would have to pay in mak-
ing similar length trips from their localities.

Oddly enough, many automobile owners do not
seem to be aware of many of their automobile costs.
It is only when a motorist is confronted with a sub-
stantial monetary outlay for new tires or for major
mechanical repairs that he shows much concern about
car expense. Much of the time he drives his car and
seems to conclude that his trips are costing him very
little. The average automobile is sold or traded three
or more times during its life, usually through new or
used car dealers. The need for repairs usually causes
owners to trade-in their cars, and the dealers serve as
the quality control judges of the used vehicle trade.
They wholesale the ones that require too much atten-
tion, and make the repairs on the remainder prior to
resale. But whether the automobile needing repairs
is owned by an individual or is being repaired by a
dealer for resale, the money spent eventually becomes
a part of the cost of owning and operating the car.
Battery and tire replacements, brake linings, radiator
repairs, body work, and numerous other replacements
and repairs are included in the used car reconditioning
programs of many dealers. The additional work that
is done under dealer warranties does not impose direct
out-of-pocket expenditures on the car owner. These
costs are submerged in each automobile’s purchase
price, and no effort has been made to separate them.

Numerous factors such as individual driving habits,
climate, garage facilities, type of road used, purpose
for which the car is used, and sometimes luck can
affect service life and costs of operaling a car. As
previously stated, the standard-size car appears to
have an average life of ahout 10 years, and the com-
pacts appear to be surviving at about the same rate.
The current American subcompacts have been on the
market nearly 4 years so their survival history is
beginning to develop. Odometer checks of a limited
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sample of these subcompacts show an average annual
mileage for the first 3 years of 13,000 miles. This
is consistent with the mileage of the larger vehicles.
Other vehicles that were generally of this size (the
early Falcons, Valiants, Corvairs, and Ramblers, as
well as many imports) appear to be on the highways
in sulficient numbers to warrant the following assump-
tions. For ease of comparison among vehicle sizes
and uses, all of the study vehicles have be¢n assumed
to have a 10-year, 100,000-mile life. It has been
assumed that a normal travel pattern would be 14,500
miles in the first year, and a decreasing number of
miles each year thereafter until the vehicle is driven
only 5,700 miles in its 10th year. These assumptions
are reasonably consistent with available travel data.

Other Applications for Study Data

A person’s choice of an automobile—standard size,
compact, or subcompact—is dependent on several
considerations. For the motorist who needs the space
provided in the standard-size car because of a large
family, carpool needs, or equipment that must be
carried, the economies and size advantages of the
compact and subcompact must be foregone. If he
finds that those necds are not compelling, the smailer
cars offer several advantages. Parking in curb space
is easier, some parking lots have lower rates for small
cars, Tepair costs are not as expensive, registration
fees in some States are lower, tires cost less, and saving
in gasoline cost over the life of the car will be enough
to pay a substantial amount toward the cost of a new
car, Comparing gasoline cost alonc between the
standard-size car and the subcompact there can be a
saving during 100,000 miles of travel of about $1,600
by using the subcompact. This is two-thirds of the
new car cost for another subcompact. -If a person
customarily buys a car every 3 years, the gasoline
cost savings by using a subcompact rather than a
standard-size car would be over 8600, or about one-

" fourth of the cost of a new subcompact. A compari-
son between the standard-size car and the compact-size
car does not provide as large a difference, but it is
worthwhile when you consider that compacts have
most of the advantages of the large cars, and at the
same time provide most of the advanteges of the
subcompacts.

Another question that motorists frequently ask is,
“When should I tradein my car?” There is no
answer that fits everyone, because monetary consid-
eration is only a part of the problem. Vehicle style,
size, interior decor, mechanical features, availability
of money, and many other things may be important
to the car owner in making his decision of which
vehicle to buy, and when to buy again. However,
most people probably are concerned mainly with the
money diffcrence when they ask the question. The

38-911 O - 74 -4

“gnnual trades” drives a current model car all of the
time, but depreciation for his standard-size autornobile
over a 10-year period costs him about $10,460 (10
times the first year depreciation). The “two-year
trader” pays about $8,465 in depreciation (5_times
the depreciation for the first 2 years). This is a
savings of 81,995 from the annual trader’s costs, and
he can save even more by becoming a “three-year
trader.” However, after the first year he faces a series
of outlays for tire replacement, repairs, and incidentals
that begin to offset his savings in depreciation. The
obvious flaw in trying to use these tables to determine
when to “trade-in” a car is that a person’s annual
auto usage tends to be constant from year to year, and
does not follow the pattern shown for the life of a
car. If he customarily drives 14,500 miles per year,
it is unlikely that he would drive fewer miles the
second year and still fewer the third year. Therefore,
by the end of the third year he will have driven
43,500 miles (314,500 miles) instead of the 39,000
miles obtained by accumulating the mileage shown
for the first 3 years on table 1. By the end of the
fourth year he will have traveled 58,000 miles while
table 1 shows this to be the mileage on a 5-year old
car. Therefore, it appears that the mileage traveled
can be as important to a car’s condition and remaining
value as the car’s chronological age. But, using total
miles traveled as the only determinant of a car's
condition can be misleading. Some long trips can put
s lot of “easy” mileage on a car, while many short
trips to the store and around the neighborhood, with
a ot of stop-and-go driving, can put fewer, but “very
wearing” miles on a car.

The total vehicle cost per mile is lower for the
high-mileage drivers, because depreciation in the early
years of a car’s life is determined more by age than
by miles, arid because some of the annual or non-
recurring charges, such as garaging and insurance,
do not increasc in proportion to mileage. A low-
mileage driver sustains about the same depreciation,
insurance, and garaging costs, hut they are distributed
over fewer miles and result in a higher cost per mile.

‘Most insurance companies charge lower rates for

private and recreational uses of vehicles, and higher
rates for vehicles used directly for work or in relation
to business. In addition, many companies apply &
surcharge for high-mileage drivers in both categories.
To some degree, the purpose for which a car is used,
and the circumstances of its use will dictate the vehicle
cost pattern, Once an owner determincs his wvehicle-
use pattern, he may be able to relate his costs to those
shown in this report and’ decide when it will be most
advantageous to him to trade his car. The high-
mileage driver may find some repairs and tire replace-
ments moved to catlier years than those shown in this
study. Of course, comfort, dependability and appear-
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ance are important to most car owners, and weigh
heavily in the automobile purchasing decision,

Reimbursement by an employer of the costs for an
employee’s use of his car for business purposes is a
fairly common occurrence today. The question upper-
most in the mind of each of the parties is, “How much
should the reimbursement be?” If an employee uses
his automobile only occasionally and incidentally for
business purposes, an amount necessary to cover out-
of-pocket costs, tire wear, and general wear on the
vehicle should be sufficient. At today's prices 7 to 9
cents per mile should be enough. If the extent or
type of use affects his insurance rate, or if it subjects
the automobile to unusual loads or operating condi-
tions, the reimbursement should be adjusted upward
accordingly. Tolls and parking or storage costs in.
curred in-the course of such use should be paid sepa-
rately and in full, regardless of per-mile reimburse.
ment. If an employee’s job is dependent on his
obtaining and using his car in his employer’s behalf,
reimbursement on the basis of the employee’s overall
costs per mile seems fair. If, in addition, the em-
ployce’s frequency of car purchases, the type of auto-
mobile bought, or other factors of ownership or upkeep
are substantially affected by the employer's require-
ments, the reimbursement should be sufficient to cover
all outlays that exceed what the employee would
normally spend for his own nonbusiness automobile
transportation. For complete information concerning
reimbursement for private automobile use, there are
business travel advisory services that can be consulted.
These are commercial advisory services that have
made studies of costs for specific vehicles and groups
of vehicles under various conditions of use.

Discussion of Costs

When an automobile is operated 100,000 miles
there are 400,000 miles of tire wear. For the vehicles
in this report it was assumed that fiberglass bias-
belted tires would be used. Therefore, the automobiles
would each wear out the original 5 tires and require
11 additional replacements, which would include 7
regular tires and 4 snow tires. If the automobiles
are driven with reasonable care, and the wheels are
kept properly alined, this number of tires should be
adequate for the standard.size car. The compact and
subcompact should turn 100,000 miles and have usable
tread left on the tires.

If the standard-size automobile were purchased with
radial tires having a 40,000 mile tread-wear guarantee,
it is likely that only 5 tire replacements would be
necessary. The cost of replacement fiberglass tires
would be 8386 while the replacement radials would
cost 8350. The saving of $36 would be enhanced by
additional savings in gasoline, since the gasoline con-
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sumption rate is improved by about 5 percent when
radial tires are used.

Depreciation is the greatest single cost of owning
and operating a standard-size automobile, and the
second highest cost for the compact and subcompact.
In the great majority of cases the age of a car is more
important than its mileage in determining its resale
or trade-in value. Such factors as brand popularity,
body style, size, and to some degree, color, are also
considered in determining value. For the standard-
size car. by far the greatest dollar depreciation in its
value occurs in its first few years, while for the smaller
cars the depreciation is more evenly distributed over
their years of use. Since newer cars are driven more
miles than older care, the depreciation on a per-mile
basis is held down the first few years. For example,
consider depreciation for the standard-size car in this
report. If the car were bought new for $4,251 and
sold or traded at the end of the first year, when it
had been driven 14,500 miles, depreciation would be
$1,046. This depreciation cost divided by the 14,500
miles driven the first year amounts to 7.2 cents per
mile. By the end of the second year, when the car
has been driven 27,500 miles, depreciation would total
81,693, which divided by the 27,500 miles would
compute to 6.2 cents per mile. Year by year as the
car gets older depreciation decreases, but the outlay
for maintenance and repairs rises. As time passes it
becomes increasingly difficult and expensive to keep
a car in satisfactory operating condition.

Modern highways with limited access, such as the
Interstate System, make possible long trips at sustained
speeds. To do this sefely requires a well maintained
car. Although added safety features are being in-
corporated in the highways and the new vehicles are
being equipped with lap and shoulder belts, impact
resistant bumpers, side guard beams in the doors, ete.,
there also must be a policy of continuous, high-
standard maintenance of the vehicles to help make
highway travel safe. A charge of $12 an hour or
more for shop labor is not wnuswal, and this is &
major factor in the 2.9 cents per mile cost for repairs
and maintenance for the standard-size automobile,
The encouragement of the public to buy compact and
subcompact cars is based on substantially better gaso-
line mileage and the relative simplicity of the vehicles.
For those persons who might like to do some of their
own minor repairs and maintenance, the smaller cars
afford that opportunity. Replacement of spark plugs,
windshield wiper blades, fan belts, radiator hoses, etc.,
are simple and there are indeed savings to be realized.
When trained mechanics do these jobs, vehicle owners
must pay professional wages. Although there are in-
creasing numbers of “at home” mechanics, repair
garage experience shows that the public generally is
not ready to assume this responsibility,




The gasoline expense is the highest cost for the
compact and subcompact, and second only to deprecia-
tion for the standard-size car. Until gasoline shortages
began to occur in 1973, the price of gasoline had
changed very little for 20 or more years. However,
the gasoline price has risen more than 14 cents per
gallon in the study area since early 1972, with prac-
tically all of the increase occurring in the few months
of late 1973 and early 1974. There was a 2-cent
State gasoline tax increase in mid-1972, so the remain-
ing 12 cents of the increase is all price, and is a 32
percent rise.

Automobiles are continuously exposed to the possi-
bility of damage, whether on the highway or parked.
The large numbers of vehicles on the roads and streets;
and the relatively uncontrolled traffic in shopping
center parking lots make cars highly susceptible to
accident involvement. Controlled crash tests on cars
produced through 1973 showed that they were not able
to escape unmarked from any sort of collision. Auto-
motive designs had been developed with little or no
regard for safety, and some even contributed unneces-
sarily to automotive damage with the attendant higher
repair costs and higher insurance. One insurance
company executive commented that until the volume
of accidents is cut, or until cars are built so they are
cheaper to repair, there is not much that can be done
about rates. The 1974 models were manufactured
with energy absorbing bumpers that were designed to
protect against impacts up to 5 miles per hour without
damage to the vehicles. As a result, several major
insurance company spokesmen have stated that up to
a 20-percent discount in collision insurance premiums
can be expected on these vehicles.

The insurance coverage includes $50,000 combined
public liability, full comprehensive fire and theft, un-
insured motorist, and personal injury protection with
first-party medical and wage benefits of $2,500. The
latter is no fault insurance and is now compulsory in
Maryland. Also included is $100 deductible collision
insurance, which is dropped after the first 5 years.
If an owner is “at fault” in an accident during the
first 5 years, the first $100 damage to his automobile
is out-of-pocket cost to him, but from the sixth through
the tenth ycars he must pay the entire cost for repair-
ing his automobile. Accidents could, therefore, in-
crease the cost of owning and operating a vehicle
above the amounts shown in the accompanying tables.

The quality of roads—grades, surfaces, and curves—
has been improved substantially in recent years. The
Interstate Highway System is approaching completion,
with 84 percent open to traffic, another 7 percent under
construction, and 7 percent with engineering or right-
of-way work in progress. These roads are more than
living up to the expectations for them. Highway
authorities point out that the newer highways of the
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Interstate System design provide opportunity for sus-
tained safe speeds and comfort for the motorists.
Accident records show that the Interstate System acci-
dent rate is about half that of the remainder of the
primary highways in the United States. Savings in
accident costs from the Interstate System alone are
counted in billions of dollars.

The development of local shopping centers, suburban
residential arcas, and employment centers, as well as
the dispersal of recreational epportunities has made
transportation very important in the American life
pattern. Where public transportation is not well de-
veloped, the automobile must be used, Sales records
of new vehicles show increased purchases of compact
and subcompact cars in preference to the larger
models. In many cases this is a reaction to the gaso-
line shortages that have plagued parts of the United
States during the last few months. It is interesting
to note, however, that a high percentage of the smaller
than standard-size cars being purchased have air con-
ditioners, automatic transmissions, power steering and
ather optional equipment. There appears to be no
shortage of money to buy cars, and people still want
to travel. The lack of adequate roads can cause car
running costs to rise. When traffic is not free flowing,
there is greater fuel consumption, higher fucl cost,
more pollutants are released into the air, there is
greater opportunity for accidents, and there is much
higher per.mile wear on engine parts, brakes, tires,
cte.  Also, poorly maintained roads may develop pot
holes, broken slabs, obliterated traffic lines, damaged
or missing signs, etc. Any or all of these could con-
tribute to damage to a motor vehicle and the safety of
those riding in it. So the problem is to maintain an
adequate highway system that will save money on
operating and maintenance costs. However, putting
highway costs into proper perspective is difficult at
times.

Highway-user taxes are the major source of revenues
for highway building and maintenance. In paying
them the motorist is, in a very rcal sense, paying for
the roads he is using. For some motorists it will come
as a surprise that for the standard-size car only 9.5
cents of their vehicle owning and operating dollar
goes to pay for the roads. For the smaller cars it is
even less.

Financing hig}llway construction and maintenance
has become increasingly difficult over the years, be-
cause automotive taxes arc generally applied as unit
charges. The gasoline tax at a certain number of
cents per gallon, and the registration fees at a flat
rate per vehicle, are not sensitive to price changes.
As the cost of labor and products used for highway
construction and maintenance rise. the gasoline tax
and registration fees do not yield comparably higher
revenues. Therefore, except for the possibility of
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added revenues caused by greater use of gasoline and
more vehicles being registered, highway construction
and maintenance must be accomplished with tax
money that is continuously losing value. Relief occurs
only when States raise their tax rates to try to offset
inflated costs. Sensitivity to changes in costs would
be possible if these taxes were applied on the value
of the product, like sales taxes.

During the first year of operation the three study-

cars would have daily owning and operating costs of
86.65 (standard size), $4.30 (compact), and $3.52
(subcompact). In the second year daily costs would
drop by 81.70 for the standard-size car to $1.95; by
38 cents to $3.92 for the compact; and by 33 cents
to $3.19 for the subcompact. The daily costs continue
to drop, and the differences in these costs hetween car
sizes narrow as the years pass. By the time each of

the cars has accumulated nearly 60,000 imiles, 14
daily costs are relatively close. They remain cloe
during the next 25,000 miles of travel, so the econur,; -
advantage of having a small car during that pericdd
would not be great. Other factors that might jnn.
ence the choice of a vehicle during this time migh
be the availability of gasoline, miles per pallen od-
tained, parking convenience, mancuverability in 1raf
fic, the ability to transport large numbcrs of perw.co
or bulky materials, and environmental consideratiura

The bases for estimating the operating costs for
each of the study automobiles follow. in modified
tabular form, in order to emphasize the factors that
differ and those that arc the same for the three ve-
hicles. The annual costs and per-mile costs shown in
tables 1, 2, and 3 are self-cxplanatory.

AUTOMOBILE OPERATING COSTS ~ BASES FOR ESTIMATES

ITEM STANDARD SIZE AUTOMOBILE COMPACT S1ZE AUTOMOBILE SUBCOMPACT SIZE AUTOMODILE

Automobile | 1974 model 4-door sedan 1974 model 2-door sedan 1974 model 2-door sedan

Description | Equipped with: V-8 engine, auto- Equipped with: 6 cylinder engine, Equipped with: Standard equijment
matic transmission, power steering automatic transmission, power plus radio, wheel covers, and Ledy
and brgkes, eir conditioning, tinted | steering, radio, vinyl top, wheel protective molding. Purchase price
glass, radie, clock, white-wsll tires,i covers, and body protective molding, $2,410,
wheel covers, and body protective Purchese price - $2,910.
molding, Purchase price - $4,251, 1

Repairs and | Includes routine maintenance such as lubrications, repacking wheel besrings, flushing cooling system, and aiming

Maintenance | headlamps; replacement of minor parts such as spark plugs, fan belts, radiator hoses, distributor cap, fuel filter,
and pollution control equipment; minor repairs such as brake jobs, water pump, carburetor overhaul, and universal
jotnts; and major repairs such as a complete ''valve job." Costs were calculated using 1974 parts prices and » $12
per hour labor rate.

Replacement | Purchase of 7 new regular tires wnd 4 new snow tires during the lives of the cars was sssumed.

Tires

Accessories | Purchase of floor mats the first year, seat covers the sixth ye&' and miscellaneous items totaling $2.20 per
year was assumed,

Gasoline Consumption rate of 12.92 miles per Consumption rate of 15.97 miles per Consumption rate of 21,43 miles per
gallon and a gasoline price of 52.1 gallon and a gesoline price of 52.1 gellon and a gasoline price of 5241
cents per gallon including taxes cents per gallon 1including taxes cents per gallon including taxes
were used. were used. were used,

Dil Consumption was associated with Consumption was assoclated with Consumption waa sssocisted with

. gasoline consumption at a rate of 1 gasoline consumption at a rate of 1 gasoline consumption at a rate of 1
gallon of oil For every 159 gallons | gallon of oil for every 150 gallons | gallon of oil for every 135 gallans
ot gasoline. A price of $1.00 per of gasoline. A price of $1.00 per of gasoline. A price of $1.00 per
quart was used, quart was used, quart was used.

Insurance | Coverage includes $50,000 combined public liability ($15,000/$30,000 badily injury, and $5,000 property damage),
$2,500 personal injury protection, uninsured motorist coverage, and full comprehensive coverage for the 10aycar
period. Deductible collision insurance was assumed for the first 5 years ($100 deductible).

Garaging, Includes monchly charges of $11.00 for garage rental or indirect cost of the owners garaging facility; plus

Parking, parking fee aversge of $57.00 per ycar, and toll average of $7.00 per year. both ot which were assigned in

and Tolls proportion to annual travel,

—

Taxes Includes Federal excise taxes on tires (10 cents per pound), lubricating ofl (6 cents per gallon), aad gasoline
(4 cents per gallon); plus the Maryland tax on gasoline (9 cents per gallon), titling tax {4 percent of rceall
price), and registration fee (320,00 for 3,700 pounds or less shipping weight, or $30.00 for vehicles aver
3,700 pounds).
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' TABLE 1 - ESTIMATED COST OF OPERATLNG A STANDARD SIZE 1974 HODEL AVTOMOBILE 1/
0ffice of Wighvay Planning
(Tatal costs in dollars, costs per mile in centn) Highway Statistica Division
FIRST YEAR SECOND YEAR THIRD YEAR POURTH YEAR FLFTH YEAR
(14,500 iles) (13,000 miles) (11,500 milen) (10,000 miles) (9,900 i Les)
e
TOTAL COST T0TAL COST + TOTAL COST TOTAL N:: TOTAL C:ESRT
oST PER GosT PER COST FER cosT ks 05T
HILE MILE HILE HILE MILE
Costs Excluding Taxess
Deprectation 1,006.00 | 7.21 667,00 | 4,98 550,00 5,00 294,00 2.97
Repairs and Maintenance 122,96 .85 g0t | 1.2 33,42 42 326,76 .30
Replacemenc Tires 12.63 .13 16,71 a2 w2.80 43
Accessortan 3.53 .02 313 .03 3.10 .03
Gasoline a0 | 303 93135 303 299,51 2,03
20.00 4 13,00 19 21,00 2
Inmurance 205,00 1.4 192,00 L.77 177.00 1.79
Garaging, Parking, Tolls, etc,| _226.80 | .53 215,20 9% 195,36 1.97
Total 2,079.62 14,36 1,644,866 T5.86 1,359.53
Texes and Fees:
Statet
Gasoline 100.98 .70 90,54 .70 80.10 70 .70
Registration 30.00 21 30.00 23 30,00 .26 .30
Titling 170,04 1.17 - -
Subtotal .07 708 7535 170,10 12 f
Federals
GasolLne N @.24 Wt 35,60 .3 .3 a1
o1l 2/ - .29 - . - - B
Tires 0L 1,30 2.2 202 203 204
Subtotal P oS T8.1% 33 0 ]
Total Taxes 367,65 | 2,40 162.37 | 1.25 148,26 | 1.29 136 1235
Total of All Costs 2,420.27 [ 169 | 1,807.03 | 13.90 | 1,820.50 |1s.91 17.20 15.08
SIXTH YEAR SEVENTH YEAR EIGHTH YEAR KINTH YEAR TENTH YEAR | TOTALS MD AVERAGES
(9,900 miles) (9,500 utles) (8,500 niles) (7,300 miles) | (5,700 milan) | [0 6 VEARE
ey
ot | OOST [ gry, oe0ST oy | oeost | g focost o | st [ cosT
€0sT FER oST PER cosT PER cost | FER | cogy | PER coST PER
HILE MILE HILE MILE HILE HILE
Costs Excluding Taast ’
Depreciation 266,00 | 267 | 25200 250,00 | 2,94 | 248,00 [ 2.3t | 246,00 | 4.3t | 4,200.00 | w20
Repuirs and Hsintenance 37981 | 3.84 | 570.45 224,03 346,92 | 4,82 294
Replacement Tires $3.71 51,61 W | se .38
. Telta 8,42 e | o .06
287,39 25728 27,17 3.03
23.00 19,00 19
Insurance 133,00 133,00 1.62
Garaging, Packing, Tolls, etc. 192,60 18640 1.96
Total 323, SN &3S
Taxes and Feass
Stater
Gasoline .70 .70 0 .70 696,51 .70
Regiatration Y .35 0 52 300,00 .30
Tetling - - 170,04 o7
Subtocal Ny o3 im1 T | TR T7
Federals
Gasoline L .3 a1 a1 309.56 .3
ot1 2/ - - - - 2,83
Tires e 2 203 9| ey | o
Subtoral .36 € .36 136 42.52 34
Total Texss 13006 | 136 | 130,06 | 1.7 | t1ess | ta | resa | i.ae 1se | 150007 | 1.3
Total of ALL Coscs 1,692.56 | 15.08 |1,690.33 | 17,01 | 1,250.60 [1a72 [1,397.06 [ 1757 | o00.28 | 15,79 | 15,802.36 | 15,89
1/ This eatimate covers the total costs of a fully equipped, medium priced, standard 8ize, 4-door sedan, purchased for $4,251, operated
100,000 milos over a 10-year pariad, then scrappod for $50. Baltinore dren prices, comsiderad to be {n the middie romees wore uoed
2/ Where costs per mile are loss than 1/20 cent, a dash (=) appears in the wolumn.
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TABLE 2 = EBTIMATED COBT OF OPERATING A COMPACT BIZE 1574 MODEL AUTONOBILE 1/

Qrfica of Nighway Planning
Kighway Stacietics Oivieton -

(Totai costs in dollars, coats per mila in cents)

FIRST YEAR SECOND YEAR THLD YEAR POURTH YEAR TIPTH YEAR
(14,300 milosd (13,000 milas) (11,300 mties) (10,000 w1 1a8) (9,900 miles)
1o ——
ToTAL o TOTAL cosr TOTAL cost ToTAL cost ToTAL cosT
cosT " cosT r o8t PR c0sT Fer cosT PER
nILE uILE uiLE WILE HILE
Costa Excluding Taxest
Deprectarion 276 372,00 | 2.86 329.00 | 2.86 300.00 3.00 286,00 2.89
Repatrs and Maintensnce ) 186,38 | 1.43 237,19 | 2.06 310,03 310 319,78 323
Replacement Tire 10 13,8 at 20,88 a8 383 .33 38,85 R
Accensor Las .02 3.23 03 311 .03 3.10 3
Gasoltne 248 .52 | 2,43 24,77 2043
o5l 2 17,00 s 16.00 16
Insurance 131 180,00 | 1.36 166,00 L.66
Garaging, Parking, Tolls, ete. 135 | 203,60 | 1.79 196,00 ¢
758 R i .06 AL R
Taxes and Feest
Statet
Gasoline a2 .57 66.80 .56
Registration 20.00 By} 20.00 .18
Titling 116,40 280 - -
Subtotal 218,12 1,51 84, B0
Federal: -
Gasoline 36,32 .23 28.50 .23
o1l 2/ ‘26 . L2 -
Tires 118 8L 1,60 .02
Subtotal EENT 26 3663 il
Total Taxes 255.88 | 1.7 127,12 .98 115,45 | .00 103.84 1,03
total of All Costs 1,570,046 | 10.83 | 1,e32.09 [ 11,02 | 1,389.89 jiz.09 | 1,373.04 1,375 | 13.86
SINTH YEAR SEVENTH YEAR ELGHTH YEAR NINTH YEAR T vear | TR A0 Aueraces
(9,900 miles) (9,500 mtles) | (8,500 miles) (1,500 wiles) | (5,700 stles) | (100 000 miles)
e -
o | O | tome | T | o | O | worm | Ton | Tora COST | qotaL QosT
o0sT Fer cos1 FER cosT PR | oogr | FER [ gosp | PR cOST PER
HILE MILE HILE MILE MILE MILE
Costa Excluding Taxan:
Depreciation 278,00 | 2.8 | 269.00 | 2.83 2,68 | 212,00 | 2.83 | 186,00 2,800.00 | 2,86
Repairs and Matntevance 276 | 102.83 | 1.37 | 0.6 2,365.53 | 236
Replacement Tires i3 | aae | L8 | 30.ze 330,77 33
Accessories o | mer | 0| e 57,40 .06
Gasaline 208 [183.77 | 2065 | 139,59 2,048.45 | 2,43
o061 19 23 | 1nam 167,00 7
Inaurance 1.33 1.73 | 130,00 1,532,00 | 1.3
g, Parking, Tolls, etc. 2,40 | 168,68 17980.00 | Lo
Ti.66 | 713,28 T | T
Texes and Teust
Sater
Casoline .56 s | .3 e | ez |ouse | a3l a3 563,38 .56
Registration ‘20 20000 | .21 2 | 20000 | 27 | 20000 | 435 .20
Titling - - - - - - - s 1
Subctarsl 7E 73.35 78 TR | e | B | s w3t "'Ei
Federalt
GasoLinu .28 22.80 | .23 25 | 1880 | L26 | 1wzs | 26 .25
otl 2/ - 130 - M 25 |- 18 - <
Tirse 206 380 | .00 w00 | guia |06 | 2.3
Subtotal .29 77.90 .29 2y 22.23 « 0 16. 713
Total Texes 1.05 | 10043 | 1.07 92.86 | 1.09 | 8a.33 | t.13 | 892 1,158.38
Total of All Costs 1,345.03 13.39 1,506.12 15.83 1,169.58 13,52 959.19 12.79 782.20 13.72 12,879.53 12,88

1f This estimate covers the total costs of s medium priced, compact size, 2-door sedan, purchased for §2,910, operated 100,000 miles
gver 4 10-yesr period, then scrapped for 350. Baltimore ares prices. considered co be in the middie range, vere used.
2/ Hhere coscs per mile are Less tham 1720 cenc, w dash (=)} appears in the column,
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TABLE 3 ~ ESTIMATED 0087 OF OPERATING A BUBGOHPACT B12E 1974 MODEL AUTOHOBILE 1/

OIfics of Highway Planninp

{Totul costs Ln dollars, costs per mila Ln cants) Mighway Statistics Diviston
FIRST YEAR SECOND YEAR TRIRD YEAR FOURTH YEAR FIFTH YEAR
2 (13,000 milas) (11,500 milas) (10,000 milend (9,900 miles)
1724
TOTAL st TOTAL cost T0TAL cost TOTAL cost TOTAL aost
Q05T FER cosT FER cosT FER cosT PER cosT FER
YEAR YEAR EAR L v YEAR
GConts Excluding Taxes!
Depreciation 1,93 265,00 255,00 | 2.22 232,00 252 243,00 2,46
Repairs and Maintenance .6 150,59 13,60 | Lo 3.5 29737 3.00
Replacement Tires .09 12.23 is.71 .14 33.61 3
Accessories .03 3.3% 3,23 03 3.10 .03
Gasoline 1.82 236,93 209,97 | 1.82 180.64 183
o1l 10 13.00 14,00 n2 14,00 "y
Insurance .22 169,00 | 1.30 169.00 | 147 158,00 160
Garaging, Parking, Tolls, etc. 23,20 | L.65 203,60 29 195.36 1.9
70853 SO0 13 73 T fevey)
‘Texes and Fecs:
Gesoline 60,84 42 .33 42,03 2 L«
Registration 20,00 au 20100 20. 20 ‘20
Tcling 96,40 166 - - -
Subtotal 777.24 1.22 2 t2.00 b33 6z
Federal
Gasoline 27.04 .19 a9 18.68 19 .19
oLl 2/ 2 - - 19 “ -
Tires 290 0L L0 2.02 .02 .02
Subtocal .15 20 30 76,89 i o
Total Taxcs 205,99 | 162 .19 82.92 .83 .83
Total of All Gosts 1,20,37 | 8.85 S.s2 | 1,220007 | 1270 | 1,207.62 | 12.20
SIXTH YEAR SEVENTH VEAR EIGHTH YEAR NINTH YEAR TENTH YEAR | TOTAe A AERaES
(9,900 milLes) (9,500 miles) (8,500 miles) | (7,500 miles) | (3,700 aflesd | ({50 000 miles)
17EM
TOTAL cosT TOTAL sT TOTAL W‘ST TOTAL ¢osT TOTAL COST TOTAL COsT
cosT PER COST PER coST PR | gosr | PRR O cost | (R cosT FER
MILE MILE MLLE v HILE MILE MILE
Gosts Ixcluding Taxost
Depreciation 236,00 | 2,38 | 229,00 | 2.4 | 2700 | 295 | 203,00 | 2.7t |177.00 [ 3101 2,360.00 | 2.3
Repairs and Haintenance S27.85 | 13t | 326013 | .60 | 303,84 | .38 | 96,37 | 1.29 | 3836 | .68 2.12
Replacement Tires 36 4586 | .48 2| ween | uss | 2079 | 3 130
accessories 10 9.4 | .10 No| mer| o | Tess | .t 106
Gasoline ey | vna | e 1283 | 136,84 | 1.82 | 104,01 | 1.82 1.82
041 126 17.00 s | twoo | w9 | 10,00 | .8 a4
Insurance 128 | 127,00 1069 | 127000 | 1,69 {a27.00 | 2,23 147
Garaging, Parking, Tollu, ete. 1,97 | _192.80 2.19 | 18000 | _2.60 196
Total .59 'x,'u!.‘fe TET | BoRT | T6.7Y (741
Ganaline 1,58 .03 | L2 23,96 | 142 19,94 .42
Regiscration 20.00 20.00 | L2 20,00 | .33 200.00 .20
Titling - - - - - 96, 40 .09
subtotat e1.58 J 1A R 7394 o7 6. 3% R
Federal:
Gasoline 18,48 «19 17.72 .19 15.88 a9 186,64 19
o1l 2/ ael - 2| - 20| - 2.0
Tires 2.35 3.02 2.92 19.91 02
Subtotal 1.07 26,99 15.00 05,62 .2l
Total Taxes 82.65 B4 80,86 .85 T4a73 +88 68,60 W91 56.70 .99 926,98 .92
Total of All Costs 1,210.60 12.23 1,199.02 12,62 1,130,03 13,29 874,21 11,66 717.90 12,59 11,153,190 115
1/ Tols estinate covers che total costs of a Lo priced, subcempact siza,2-door sedan, urchased for 32,410, operaced 100,000 miles over
a 10-ygar period, then scrapped for $50,
Where costs per mile were computed to be less then 1/20 cent, & dask (=) appears {n the column.
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PRESENT COST OF OPERATING
PRIVATELY OWNED AUTOMOBILES

I. OBJECTIVE: Calculate the current cost of operating privately owned
automobiles in order to determine the adequacy of the present mileage
allowance.

II. BACKGROUND: Under 5 U.S.C. 5 U.S.C. 5704(a)(2), an employee is
entitled to a2 mileage allowance of not more than 12 cents per mile when he
uses a privately owned vehicle while on official business. The Office of
Management and Budget, in the Standardized Government Travel Regulations
(OMB Circular A-7, Revised) prescribed a rate of 1l cents per mile when
the use of a privately owned vehicle is advantageous to the Government.

Pursuant to Executive Order 11609, dated July 22, 1971, the General Services
Administration published the Federal Travel Regulations (41 CFR 101-7) in
May 1973. Since assuming the responsibility for administering the travel
regulations, GAS has received several inquiries questioning the adequacy

of the present mileage allowances. In response, this study was conducted

to determine the cost of operating a privately owned automobile. The study
techniques and results are discussed below:

Two earlier studies of the cost of operating privately owned vehicles were
compiled by GSA, based on the U.S. Department of Transportation (DOT)
Report "Cost of Operating an Automobile'] published in April 1972. In April
1974 DOT published an updated version of their earlier study and since the
information presented in this new report is more current (costs shown are
for February 1974) we felt.a corresponding obligation to update our study in
order to more accurately reflect the cost of operating a privately owned
automobile for official travel. s

11T, DISCUSSION; It is a fact that the costs, both fixed and variable, are
-lower for compact cars than for standard size automobiles. It is the intent
of this study, therefore, to present the per mile costs for both standard and
compact size automobiles.

a. Standard Size Automobiles: The automobile operating costs for 1974
were taken from the U.S. Department of Transportation (DOT) report "Cost
of Operating an Automobile'" {Annex 1), which was published in April 1974.
The costs used in this study were those for a standard size 4-door sedan
equipped with: V-8 engine, automatic transmis sion, power stecering and
brakes, air conditioning, tinted glass, radio, clock, whitewall tires and body
protective molding., It is felt that this car and equipment is representative
of standard size 4-door sedans during model year 1974,
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Although the DOT study computed the costs of operating a vehicle over
a period of 10 years (100, 000 miles), we have assumed, for the purpose
of this study, that a privately owned vehicle is not likely to be used for
business purposes beyond the fifth year. Consequently, the costs pre-
sented in this study are the average annual costs for the first five years
of operation as shown in Annex 1.

In computing the April 1974 costs shown in Annex 2, the changes in the
Consumer Price Index (CPI) {rom February 1974 to April 1974 for each
cost component (tires, gasoline, etc. ) were first converted to percent-
ages. These percentages were then applied to the individual cost com-
ponents presented in the DOT study in order to convert the February 1974
cost per mile to a cost per mile for April 1974. This method of computa-
tion was applied to each cost element except depreciation. The method-
ology used in developing depreciation costs will be explained below.

It should be emphasized that the DOT study was conducted in suburban
Baltimore, and, therefore, reflects the prices, taxes, and road and
driving conditions of suburban Baltimore. City driving would be more
costly while driving costs in rural Maryland should be lower. In addition
to the urban and rural cost differences, there are also geographic vari-
ations in the cost of living. For example, the residents of Baltimore
experience a cost level which is different from that in Chicago, Los Angeles
or Atlanta. The March 1974 CPI indicates that the cost of operating an
automobile in Baltimore was at an index level of 130.1. However, since
the average U.S. city index level 0f 130.4 is only 0.2% higher than the
Baltimore level, it appears that the cost of operating an automobile in
Baltimore is representative of the national urban area average costs.

In order to develop and project the over-all cost of operating a standard
size automobile, the following individual cost elements were evaluated:

1. Depreciation: The cost per mile for depreciation is influenced
primarily by the purchase price (and price changes) and the number of
miles the automobile is driven each year. The February 1974 costs were
based on a standard size 1974 4-door sedan as described above (finance
charges were not included). It was assumed by DOT that this car would be
driven a decreasing number of miles from 14, 500 in the first year to 9,900
in the fifth year. In this respect, it should be noted that extensive use of
a private automobile for official travel could easily increase the annual
mileage, which would, in turn, lower the cost per mile for all costs, in-
cluding depreciation.

In estimating the depreciation costs for the period February to April 1974,
. it was determinecd that the application of CP1 changes (for new automobiles)

to DOT depreciation costs would not provide acceptable cost data. The CPI,
insofar as new automobiles are concerned, is adjusted to eliminate the
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effect of price increases attributed to ""quality improvements" such as
hydraulic safety bumpers, power brakes and steering, structural im-
provements, etc, Since in many instances, these quality improvements
become standard equipment or are required by law, a consumer must
bear the additional cost of these items. ]

Consequently, while the CPI is adjusted downward to compensate for

these improvements, the consumer actually pays more and more each

year for his automobile. It was felt that a more accurate estimate of

future depreciation costs could be obtained by applying the average CPI

change for all goods and services (5. 08%) to the February 1974 depre-

ciation cost per mile. Although the use of the general index introduces .
some distortions, it is considered to be a better representation of auto-

mobile price trends than an index which has been quality adjusted,

2. Maintenance and Repair: This cost element includes routine
maintenance, such as lubrications and flushing the cooling system;
replacement of minor parts, such as spark plugs, fan belts, and radiator
hoses, minor repairs, such as brake jobs, water pump, carburetor
overhaul, and universal joirits; and some major repairs. Repairs for
collision damage were excluded, but the purchase of minor accessories
such as floor mats and miscellancous items totaling $2.20 per year was
assumed. The CPI for these goods and services includes few, if any,
quality adjustments.

3, Tires: Because the cost of the original five tires is included in
the vehicle depreciation cost, this cost category includes only replace-
ment tires. In was assumed that seven new regular tires and four new
snow tires would be purchased during the 10 yedr, 100, 000 wmile life of the
automobile. Radial tires were not introduced into this study, and although
a car fitted with such tires would require fewer tire changes, the higher
cost of radial tires would at least partly offset the effects of greater tire
mileage.

4. Gasoline: Although gasoline costs represented only 21. 7% of the
total automobile operation cost per mile in 1971, it has become perhaps
the most controversial of all the costs due, primarily, to recent shortages
and attendant rising prices. It wae determined in the DOT study that a
standard car would average 12. 92 miles per gallon of gasoline. Obviously,
several factors, including the driving environment, engine size, speed,
and pollution devices, influence the mileage which in turn influences the
gasoline cost per mile, A price of 52.1 cents per gallon, including taxes,
was used by DOT,
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5. Motor Oil: In the DOT study, oil éonsumption was associated
with gasoline consumption at a rate of onc gallon of oil for every 159
gallons of gasoline. A price of $1. 00 per quart was used in the DOT
study.

6. Insurance: Insurance coverage, as applied to this study, in-
cludes $50, 000 combined public liability ($15,000/$30, 000 bodily injury,
and §$5, 000 property damage), $2, 500 personal injury protection, un-
jnsured motorist coverage, and full comprehensive coverage. Deductible
collision was assumed for the first five years ($100).

7. Taxes: It is difficult to estimate the behavior of taxes from an
analysis of the CPI because the prices of all commodities and services
include taxes. As a result, taxes have been held constant at the February
1974 level of 1. 03 cents per mile, assuming that any increase or de-
crease would be reflected in the CPI statistics for the other cost elements.

8. Registration: Included in this jtem is a $30. 00 annual regis-
tration fee and a one time titling fee of $170. 04 cents.

The overall effect of the price changes for the cost elements described
above was an increase in the total cost of operating a privately owned
automobile. In February 1974 the U.S. Department of Transportation deter-
mined that the cost of operating a standard size automobile (less garage,
parking, and toll costs) was 13.99cents per mile. Based on the April 1974
CPI, the cost of operating a private automobile is currently estimated at
14,4 cents per mile (Annex 2).

a. Compact Size Automobiles: These automobile operating costs
were also taken from the DOT study "Cost of Operating an Automobile,"
April 1974 and are found in Annex 3. . The vehicle selected to represent
this category is a 1974 model 2-door sedan equipped with: 6 cylinder
engine, automatic transmission, power steering, radio, vinyl top, wheel
covers and protective molding. With two exceptions, the cost clements
and assumptions applied to the standard size vehicle were also used in
determining the cost of operating a compact car. These exceptions were
that a gasoline consumption rate of 15, 97 miles per gallon and an oil
consumption rate of one gallon of oil for every 150 gallons of gasoline were
applied to the compact car. '

The average cost per mile for the first five years of operation was 10.36
cents, which is approximately 74% of the cost of operating a standard size
car,
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Because of the substantial economies which accure through the use of
smaller automobiles, it is felt that 2 separate and lower rate of reim-
bursement should be paid to an employece who utilizes a compact or
subcompact size vehicle while on official business. In this respect, a
rate equal to 75% of the "standard rate" (rounded to the next highest
cent) appears reasonable and compensatory. )

IV, CONCLUSIONS: Several important conclusions can be drawn from
the above discussion. ’

a. The approximate cost of operating a standard size automobile
is currently 14. 4 cents per mile. .

b. The cost of operating a compact 'size automobile is approximately
75% of the cost of operating a standard size automobile.

¢. The maximum mileage allowance of 12 cents per mile, provided
under 5 U.S.C. 5704(a)(2) is inadequate when a standard size automobile is
used for official business.

V. RECOMMENDATIONS:

a. Legislation should be sought to increase the maximum mileage
allowances for use of privately owned automobiles on official business.

b. The Federal Travel Regulations should be amended to provide
for separate rates of reimbursement for compact (including subcompact)
and standard. size automobiles, if the statutory maximum mileage rate is
increased.
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TABLE 1 = ESTIMATED COST OF OFERATING A STANDARD S12E 1974 MODEL AUTOMOBILE 31

Office of Highuay Flanning

(Totel costs in dollars, costs per mtle in cents) Wghway Statistics Diviafon
FIRST YEAR SECOND YEAR THRD YEAR FOURTH YEAR TLFTH YEAR
14,500 wiles) (13,000 niles) (11,500 =i les) 10,000 atles) (9,900 m(les)
1o I}
ToTAL st TOTAL st T0TAL cost Totar cost ToTAL cost
v PER CosT PER cosT PER COST PER £oST PER
cost uiLe HILE MILE NILE HILE
Costs Excluding Taxess
Deprecincion na 867,00 | 4.08 330,00 404,00 4,06 294,00 2.97
Repates and Maincenance Yl 1sa00 | ala 33,42 2,96 PR 326,76 330
Replacement. tires 13 .09 Ity
Accessorles «03 111 .03
Caroline 202 302,63 103
o011 a3 19,00 ol
Insurance 1,48 1717.00 .79
Garaging, Parking, Telln, etc. 1.65 186.00 1.97
Tocal 588 TS06.15
Taxes and Feess
States
Gasoline 100.98 .1 20,10 .0 .70
Registration 3000 EH 3. .30
Titling 170:04 - - -
Subtotal . h hriny g T
Federal:
Gasoline sl 3 N 35.60 a1 3L
o011 2/ 30 - - . - -
Tires 143 a1 01 2.28 202 04
Subtotal : X3 2 37 L) 3 s
Total Taxes Wnes | 2.40 162,97 | 1.2 168,26 | 1.2 1.3 1.33
Totsl of All Costs 2,420.20 1 16.% | 1,60%.03 {13.90 | 1,80.50 | 13.01 1,120 | 1,20 1,492.77 | 15,08
. SIXTH YEAR SEVENTH YEAR EIGHTH YEAR KINTH YEAR TN yean | TOTALS D nenaes
(9,300 miles) (9,500 wiles) (2,500 miles) (7,500 miles) | (3,700 miles) (100,000 nires)
1o .
wora | ST qora | ST | o | cost toraL | OST | gopy, | ST TOTAL oosT
cost ret cosT yER cosT rex +00sT FER | cosT | JfPER cosT PER
MILE HILE MILE MILE MILE MILE
Coste Excluiing Taxest
Depreciatian 266,001 2.6 | 232,00 230.00 | 204 | 2e8.00 | 3.3t { 200,00 | 631 | 4,200.00 | 40
Repaics and Maintenance e | 3lae | Sales 22605 | 283 | 3692 | w62 | 3si20 | t6z | 2'o39i9e | 1iae
Replacement Tices 53,39 | “lsa 3371 @671 58| e | el 385,99 .38
Accespories 9.43 «09 7.67 10 6.36 .11 37.40 +06
Casoline 29951 | 303 22707 [ .03 [ 112,40 [ 202 | 3,025006 | 3l09
o1} 2.00 | .22 20,00 | .27 | w2len [ Im 193,00 19
Insurance 135,00 1.3

135,00 1.80 { 135.00 2.27 1,618,00 1.62
1.,960,r0

Caraging, Parking, Tolls, eic, 195.36 | 1,97 180,00 | 2.60 { 168,48 [ 2,96
al i

Tot 1,]5!.50 13,77 1,704.7% Téa1l 310,67 1a.2r la, 14,38

Texes and Fees:
1

Gasoline 63,94 .30 €615 .70 .70 52,79 B! 19.69 .10 £96.51 .70

Reglscratton 30,00 .30 30,00 W .38 30,00 0 | 30.00 .52 300.00 .30

Thtling - - - - - - - - - 170,04 217

. Subtocal W | T 368 | Tor b TR | TR 58| 13 TI56.3% .7

30.64 o 29,40 3 - .24 ] I 309,56 a1

510 B e - .30 - - 293 -

131 o8 202 14 0! as 0.03 03

Bulitotat 38,12 .36 8 ";TE *ﬁ B0 47, =

Total Taees 134,06 | 1,36 130.06 | t.37 119,84 | t.at 10920 | 1.e6 | ose.at | 1,38 | 1,509.07 1.5

Total of All Coscs 8,492,386 [ 15,08 [ 1,650.33 | 17,41 1,250060 [ 1692 [1,305.00 | 17,37 [ 200,28 | 15,09 15,8926 | 13,59

L/ This escimste covers the total corcs of g fulle rauirped, medtun priced, standacd sice, Gedoor wedan, purchased for §0.251, operared
100,000 m11es ovar a 10myedr perlod, then serapped. for 0. Waltinore acca prices, constdered ta be In the middie renpes vore used,
Whete costs per mile are than 1720 cunt, & ¢axh (~) appears 4n the column,

3
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JABLE 2 = ESTINATED COST OF OFEMATING A COMPACT 5128 1974 MODIL AUTOHQRILE 1/

’ * ©ffice of Nighway Plannteg .

(Yotal conts n dollars, costs per mile in cents) Mighvay Stattstics Plvision
FIRST YEAR SLCOND YEAR THIRD YEAR FOURTH YEAR FIFTH YEAR
(14,300 niles) (13,000 wiles) (11,300 miles) (10,000 miles) (9,900 atles)
e
oML, cost TOTAL cosT TOTAL ®s¥ TOTAL cost ToTAL st
. tost reR cosT rer st FER ) cost re cosT rer
MILE MILE MILE | MLLE MILE
Conts Excluding Taxest )

Depeeciatlon 172,00 | 2.86 129,00 | 2,86 3.00 2.89

Repatrs and Malntenance 18638 | 1o 201y | 2.06 .10 3.2

Replacenent Tixes 12,83 T 20,88 s S .

Accessories 338 .03 3.23 .03 .03

Gasoltno na2 | 2.6 81,52 | e 2.4

o1l 16.00 Ky 17,00 a5 Y}

Tnsurance 180,00 | 1.38 180,00 | 1.56 1.68

Garaging, Parking, Tolls, etc. 215.20 &6 205,60 | 1,79 1.97

Total . l,SU5.07 10,04 T, 776, 46 .08 12.81
Taxea and Teca: .

Scate: .
Gasolino BL.72 .5 .57 56.34 55.80 57
Registeation 2000 a4 BT) 20,00 20,00 20
Ticting 116:40 o - - Z

Sudtotal 218.12 L] 76,34 75,80 BH

Federals
Casaline 36.32 .15 .23 .23 25,06 .23 24.80 .25
oul 2/ 26 - - 24 - .26 -
Tiree 128 00 01 2,68 201 298 20

Subtotal 37,96 76 Wil =8 ] Te-04 78
Totsl Texes 255,88 98 15,45 | 101 104,30 104 102,84 1.0
Total of All Costs 1,570.04 | 10.63 | 1,432.19 | 12.02 | 1,3%0.89 [12,00 | 1,375.06 [ 1373 | 1,39235 | 13.36
SIXTH YEAR SEVENTH YEAR EIGKETH YEAR | NINTHK YEAR TENTH YEAR mtg: :;f: ::i:;ces
(9,900 wiles) (9,500 miles | (8,300 miles) 7,300 miies) | (5,700 mtlen) | ({00 T2 THEE,
1M

ToTAL 0OST | rory, | PSP b g | OST | qora | 95T | qora, | GONT ot cosT
cosT rer cosT VER cosT PER | ocosr | FER | cpst | JER cosT PER
HILE MILE MILE MILE MILE HILE

Conts Excluding Taxes:

Deprectation 2.0 | 269,00 | 2.83 1 226,00 2200 | 283 | 18600 3.26 2,86

Repairs and Maintenunce 329 | wa9les | s.26 | 2.0 102.8) | 1.37 1

Replacemenc Tires a2 w4 | a2 4.9 | .55 .53

Accussortes .10 09 ve7 | a0 =T

Gasoline 245 248 183,77 | 245 2.43

ol i19 L 17.00 { .23 L

Insurance 1001 [l 130,00 | 1.73 2.28

Caraping, Parking, Tolls, ete. 1.97 2.0 180,00 | _1.80 2096 | 1skogon

17,56 14,76 874,86 11.66 12,8 11,7215
Taxes and Fegar

States
Casoline ss.00 | .36 53,38 | .57 w88 .56 .56 363.58 .36
Registeation 20000 | .20 0.00 | L 20.00 et 35 200.00 .20
Titling = - — .- —_— - L1640 =12

Subtotal WK | T e | T 5788 5] T §79.58 ]
Federal:
Casolina .80 | .25 2,00 | .25 nas | .2 .26 .26 250.48 .25
o011 2/ .29 - .30 - 26| = - - 2.51 -
Tres 14 | w08 8o | .08 3.6 | 00 0 104 s.41
subtotal .0 | B Tow | .8 Ti8 | LB 30 30 75,40
Total Taxes 106,00 | 1,05 | 101,43 | 1,07 92,86 | 1.09 Lo | 6892 | 1021 | 1,208.38
Total of ALL Costs 1,345.00 | 13,59 [ 1,506,12 | 15,83 [ 1,149,380 | 13,52 [930.19 |12.20 | 782.20 | 13,72 | 12,809,

1/ This cstimate covers the total costs of & medium priced, compact Mire, 3-dadr sedan, purchased for 32,913, cperated 100,000 miles
ever o t0-ycar period, then scrapped for $50. Baltimore ares prices, censidered to be tn the middle range, were used.
2/ Whers coses per mile are less than 1/20 cent, a dash (=) appears In the column,
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AUTOMOBILE OPERATING COSTS
(Standard size 1972 model}

- % Change in - Cents per
Cents per mile CPI Feb-Apr mile Apri
Item . February 1974 1974 1/ 1974
Vehicle Depreciation 4.99 . 1,767 ) 5. 08
Maintenance /Repair 2.38 1,948 2.43
Tires ’ .25 ‘ 3.071 .26
Gasoline 3.03 9.202 ‘ -3.31
Motor oil 17 3.779 .18
Ingurance 1. 60 0. 654 1. 61
Taxes 1,03 ’ .2/ l 1. 03
Registration .54 ‘ 0 .54
Total _ 132.99 14. 44
1/ Source! Annex 3 :
2/ Effect of changing taxes are reflected in the CPI levels for

each of the other cost elements.
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CONSUMER PRICE INDEX

) - February April %

Item 1974 1/ 1974 1/ Change
Vehicle Depreciation z/ - 141. 5 144.0 1. 7§7
Maintenance/_Repair 148.9 ' 151. 8 1. 948

~ Tires 110. 7 114.1 3.071
Gasoline ) . 147.8 161. 4 . 9.202
Motor Oil . 137.6 142. 8 3,779
Insurance ’ 137.7 138.6 . 654
Registration 128. 9. 128.9 [

_1!_/' Data furnished by Information Officer, Bureau ef Labor

Statistics, Department of Labor.

El CPI for all goods and services was used as the index is
"'quality -adjusted" for autornobiles.
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Subject: Cost of Operating a Privately Owned Automobile (POV)

In the past, GSA prepared two studles which reflected the approxims te
cost of operating a POV as of-May and December of 1973, The summary
results of these studies are shown in attachment 1. The costs shown in
these two studies were computed by applying changes in the Consumer
Price Index (CPI) to basic cost data extracted from a DOT report en-
titled, "Cost of Operating an Automobile'', published in April 1972.

In April 1974, the Department of Transportation updated their 1972
study utilizing prices in effect during February 1974. We updatéd this
Jatter study to reflect CPI changes from February to April of 1974 and
then restated the costs in the origindl 1972 study to April 1974 to detcr-
mine how closely our study agreed with the new DOT cost report. We
found that, by using the 1974 report as the base, the cost per mile is
14,44 cents while an upidate of the 1972 report shows the cost per mile
at 15,36 or .9¢ higher than the cost computed {rom the more recent
report. The following factors contribute to the difference in costs. |
1, The April 1974 costs calculated from the 1972 DOT report
(based on 1971 prices) were based on the behavior of the CPI
(for all cities) over an extended period of time approximating
3 years. This alone could be expected to produce costs which
differ from the results of a completely new base cost study.

2. The method by which DOT computed the depreciation costs would
account for much of the difference between the two study results
even in the absence of CPl investments over time. In the 1972
study, DOT established the purchase price of an automobile as
the sticker price plus the added cost of the optional equipment, In
the 1974 study, the purchase price of the car was considered to be
the sticker price plus the optional equipment less the average dis-
count allowed by the dealer. This change in methodology had the
effect of lowering the depreciation cost which is the largest single
component of the overall cost of operating a vehicle. The effect
which this change in methodology had on depreciation costs can
be seen in attachment 1.

Combined, these factors have contributed to the differences in overall
costs as calculated {rom the two DOT studies. It is our feeling that the
more recent DOT study should be used as the base and that the cost per
mile computed from the 1974 study (14, 4¢) is more indicative of the actual
tost of operating a privately owned vehicle, than the costs computed from
the 1972 study. '
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Automobile Operating Costs

] , . Cents Per Mile - ’bj
y_;ﬂ o 19n 1/ May 73 2/ Dec 73 2/ Apr 74 2/ Apr 74
Depreciation 6. 01 C6.45 6.84 7.13 5.08
Maintenance/ -

Repair 1.88 2.06 2.12 2.21 2.43
Tires l .27 .26 .26 .26 . 26
Gasoline 1.98 2.15 ‘ 2.46 : 2.:99 3.31
Motor Oil .10 . 11 W1 .12 .18
Insurance 1. 33 1,30 1.29 1. 30 1.61
Taxes .83 .83 .83 .83 1. 03
Registration .50 .50 .50 .52 - .54

TOTAL 12.90 13,66 14, 41 15, 36 14. 44
1/ Data extracted from US Department of Transportation report "Cost of

Operating an Automobile', April 1972, based essentially on 1971 prices.

2/ Data calculated by applying Consumer Price Index changes to costs in
1971 base year.

3/ Calculated by applying the Consumer Price Index change from February -

April 1974 to data extracted from DOT report '"Cost of Operating an Auto-
mobile", published in April 1974 based on February 1974 prices.

Approved For Release 2001/09/07 : CIA-RDP76M00527R000700030004-7




Approved For Release 2001/09/07 : CJ§-RDP76M00527R000700030004-7

STUDY OF OPERATING COSTS FOR PRIVATELY OWNED AIRCRAFT

I. OBJECTIVE: Calculate the cost of operating privately owned
aircraft in order to determine the adequacy of the present mileage
allowance, ’

II. BACKGROUND: Under 5 USC 5704 (a)(2), an employee is entitled to a
nileage allowance of not more than 12 cents per mile when he uses a pri-
vately owned aircraft while on official business.

The Federal Travel Regulations (41 CFR 101-7), promulgated by the General
Services Administration (GSA) pursuant to Executive Order 11609, dated
July 22, 1971, prescribe that agencies will fix the mileage rate for use
of privately owned aircraft within the statutory maximum of 12 cents.

The two largest users of this mode of transportation (U.S. Department of
the Interior and the Department of Transportation) have stated that the
present allowance is inadequate and consequently the employee must bear

a large part of the financial burden when a privately owned aircraft is
used on official businesss. The Department of the Interior has recommended
that the mileage rate be increased to 20 or 22 cents per mile, and the De~
partment of Transportation has suggested a rate up to 20 cents for a single
engine aircraft (annex 4). Based on these recommendations, GSA conducted
this study to determine the cost of operating a privately owned aircraft.

III. DISCUSSION: The costs presented in this study are based on a report,
prepared by the Federal Aviation Administration (¥FAA) in February 1969,
entitled "General Aviation Aircraft Operating Costs."

a. Selection of Representative Aircraft. The FAA study includes costs
for several categories of General Aviation aircraft; however, the single-
engine, piston aircraft was selected as most representative of the various
types of privately owned aircraft. The FAA study supports this selection
in stating that two thirds of the single-engine, piston, 1-3 place (seats)
aircraft and over one half of the single-engine, piston 4-place and over
aircraft are personally owned, while most of the multi engine piston and
turbine aircraft are found in the business fleet.

Within the representative category, the costs shown for the 1-3 place air-
craft are substantially less than those shown for the 4-place and over type
of airplane (amnex 1); however, the FAA included several cost items which
are not regarded as reimbursable travel expenses - these were deleted for
the purpose of this study. 1In addition, the speed of the 4-place and over
aireraft (151 miles per hour) is considerably greater than that of the 1-3
place alrcraft (100 miles per hour). As a result of the cost adjustments
and the variance in operating speeds, the difference in the cost per mile
for these two types of aircraft is less than two tenths of one cent.

Since the adjusted costs are nearly identical, either the 1-3 place of the
4-place and over type of aircraft could be selected as representative with-
out introducing serious distortions.
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b. Evaluation of Data. The costs presented in the FAA report were
estimated from information gathered from aircraft manufacturers, consulting
firms and trade journals. While the FAA did not conduct tests or surveys
for their study, some of the operating costs reported in the trade journals
were based on actual flight tests. The use of estimated costs is unavoidable
because of the loose and informal structure of the General Aviation fleet,
which precludes the collection of reliable emperical operating cost statistics.
Most of the single-engine, piston aircraft are privately owned, and few owners
maintain specific cost or operating records. A representative of the Air-
craft Owners and Pilots Association (AOPA), an organization of the owners
of General Aviation aircraft, confirmed this lack of data when he related
that the AOPA has not prepared a General Aviation cost study, due primarily
to the sbsence of & sound data collection and reporting system. In sum~
mary, the use of estimated costs was dictated by the lack of reliable actual
cost information.

The costs reflected in this report do not apply to specific makes and models
of aircraft, but instead are "typical” of an aircraft in a particular group.
For example, the costs shown in annex 1 for single-engine, piston 1-3 place

aircraft are typical for that category of aircraft, but would nmot be typical
for a specific kind of airplame within that category, such as a Cessna 150.

Significantly, the use of typical or representative costs is of great value

for the purposes of this study, because Government employees, collectively,

own various types of General Aviation aircraft.

c. Cost Elements. In developing the overall cost of operating a
privately owned aircraft, all of the cost elements discussed below, and
shown in annex 1, were evaluated, and only those which were regarded as

reimbursable were retained in the adjusted cost table (annex 2).

1. Fuel and 0il. Fuel costs are based on three factors; the
number of gallons of fuel consumed in one hour, the average price per
gallon of aviation gasoline (44 cents), and the yearly average number of
hours of aircraft utilization. It was also assumed that the oil consump-
tion varied with fuel consumption.

2. Inspections. The FAA requires that all General Aviation
aircraft undergo one annual inspection. 1In addition, any aircraft carry-
ing passengers for hire, or used for flight instruction must .be inspected
at the end of each 100 hours of operation. Since many single-engine,
piston aircraft are used for flight training and some even as air taxis,
they are subject to more frequent inspections and higher annual inspection
charges. Because both commercially used and privately owned aircraft are
included in the single-engine, piston category, the inspection costs shown
in annexes 1 and 2 are somewhat higher than they would otherwise be if only
the costs for privately owned aircraft were shown.
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3. Maintenance. This element includes the cost of labor aad
parts for maintenance for the airframe, engine, accessories, propeller,
electrical equipment, instruments and air conditioning. However, the
cost of recovering the airframe, which is required every several years,
was not included.

4. Reserve For Overhaul. This item 1s related in nature to
maintenance, but is much more extensive. This category includes re-
quired overhaul or replacement of such parts as the engine, electrical
equipment, instruments, the propeller and even the airframe,

5. Parking and Landing Fees Away From Home Bage, Although
these costs were included in the FAA study (annex 1), they were excluded
as adjusted cost items in annex 2 of this study. These kinds of expenses
are separately allowed when a privately owned automobile 1s used, and
accordingly, it is felt that parking and landing fees, as well as tie-
down costs incurred while away from the home station should also be
allowed in addition to the mileage rate paid for the use of a privately
owned aircraft. The FAA estimates that the cost of these services ranges
from $29 a year for a 1-3 place aircreft to $88 for a 4-place and over air-
craft. However, the cost to the Government for these services should be
less than these amounts, as the traveler would be reimbursed only to the
extent that these services are required for official travel.

6. Spare Parts. The cost of spare parts, which an owner may wish
to carry aboard his ailrcraft has not been included in the adjusted cost table.
This expense, as reported by the FAA, varies in proportion with the size of
an aircraft, and is negligible for single-engine, piston aircraft. In fact,
no expense was reported for 1-3 place aircraft, and only $16.00 per year was
experienced for the 4-place and over aircraft. It was assumed from this,
that the cost of spare parts for single-engine, piston aircraft was lncurred
for planes used primarily for commercial or agricultural purposes.

7. Pilot Expenses. This element, which includes per diem expenses
for crew members is not applicable for the purposes of this study, because
employees, using their privately owned aircraft for official travel, act as
their own pilots and are allowed per diem expenses under thé Federal Travel
Regulations. Accordingly, this item is not included in the adjusted cost
table.

8. Depreciation. Depreciation was computed by dividing the cost
study, the purchase price used for‘depreciation was the price in effect
during the year in which the median number of aircraft of a particular
model were manufactured. :

The depreciation trend for aircraft is similar to that for automobiles, in

that the greatest amount of depreciation (the largest drop in resale value)
occurs within the first few years of ownership. This is significant because
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while the depreciation costs in the FAA study are based essentially on
the purchase price of a new aircraft, a representative of the AOPA has
indicated that many new aircraft are purchased first by business firmms,
and after four or five years are converted to private ownership. As a
result, the depreciation costs presented in this study may be somewhat
overstated when relating to privately owned aircraft.

There are three factors which help to minimize any possible overstate-
ment of depreciation costs. First, this study addresses only single-
engine, piston aircraft - the majority of which are initially purchased
for personal use. Second, the purchase price of single-engine, piston
aircraft (except the Beech V35A Bonanza) does not include the cost of
avionics equipment. Yet employees, who purchase aircraft equipped with
such devices, will obviously experience higher depreciation costs. Third,
an average aircraft life span of twenty years was assumed, and while this
was consistent with alrcraft blue book prices, the FAA presented wvarious
examples which imply that the life span for some aircraft may be greater
than twenty years. In this respect, a representative of AOPA reflected
that twenty years appeared to be reasonable, but added that no one really
knows the technological life of an aircraft which has been properly main-
tained and protected from the elements. Individually, these factors are of
minor importance, but together, they may offset the possible elevated de-
preciation costs resulting from the FAA's use of new aircraft purchase
prices.

9, Insurance. A typical aircraft owner would carry four basic
types of insurance. These are Hull Insurance, which covers damage to the
aircraft (4 percent of the blue book value for single-engine, piston air-
craft); Admitted Liability, which is the amount paid to passengers with-
out court action (premiums are $230 for 1-3 place aircraft and $340 for
4-place and over aircraft); Legal Liability against damage to persons or
property ($200 for single-engine, piston aircraft) and Medical Insurance,
which provides coverage for passengers and crew (premiums are $11 per
passenger and $13 for crew members).

10. Aircraft Storage. This element consists of the commercial
hangarage or tiedown cost at the home base, and is not an expense directly
generated by the conduct of Government business. Accordingly, these costs
were deleted from our study as nonreimbursable and do not appear in the
adjusted cost table (annex 2).

11. Crew Salary and Benefits. For the purpose of this study it
was assumed that when the owner of a privately owned aircraft uses his air-
craft for official business, he will also pilot the aircraft. Based on this
assumption, the expenses of crew salaries and fringe benefits are considered
to be irrelevant, and were not included in the adjusted cost table (annex 2).

Approved For Release 2001/09/07 : CIA-RDP76M00527R000700030004-7




Approved For Release 2001/09/07 : G¥A-RDP76M00527R000700030004-7

12, Miscellaneous. Ttems in this category include the cost
of manuals and charts, damage not covered by insutance and aircraft mod-
ernization, These appear to be expenmses necessary for the safe operation
of an aircraft and were included in annex 2 as allowable costs. i

It should be mentioned that not all of the costs incident to the operation

of an aircraft were included in this study. Many of these costs are clearly
nonreimbursable, such as dues for membership in associations or subscriptions
to trade journals. However, some of these costs -~ specifically State and
local taxes -~ appear to be of an allowable nature. To the extent that these
costs have been excluded, the total cost per mile for each type of alrcraft
(16.46 cents for a 1-3 place aircraft and 16,27 cents for a 4-place and over
alrcraft) as described in anmex 2, may be slightly underestimated.

d. Estimate of Current Costs. The report on General Aviation Operating
Costs, prepared by the FAA in February 1969 does not reflect subsequent changes
in the price level. In order to calculate current costs, it was necessary to
use an index for estimating the magnitude of price changes since 1969.

The Wholesale Price Index (WPI) could not be used because it is essentially
a commodity index and excludes the values of services; yet many of the cost
elements, which comprise the total cost per mile, are in the nature of serv-
ices (i.e., inspections, maintenance and insurance). In addition, the WPI
reflects prices at the wholesale level, and does not accurately measure the
level of costs borne by the owners of small aircraft, who must make their
purchases in the retail market,

On the other hand, the Consumer Price Index (CPI) measures the prices of
both goods and services at the retail level, but does not provide any data
regarding the specific component cost elements which make up the aggregate
cost per mile for the operation of privately owned aircraft. Although the
CPI does provide price information on specific 'automobile operating costs
(depreciation, maintenance and repairs, gasoline, oil, insurance, etc.),
price changes for these elements camnot be applied to aircraft operating
costs, as the two items (aircraft and automobiles) are not analogous.

In the absence of specific price data, it was decided that the change
reported in the CPI for "all items" would be applied to the total adjusted
costs for 1969. Although this approach may not yield a high degree of pre-
cision, it should provide a general estimate of the change in the aggregate
retail cost of operating a private aircraft. Significantly, during the
period from 1969 to December 1973, the change in the CPI for all items
closely approximated the change in fuel prices. In fact, while the CPI for
all items rose 25-77% from 109.8 to 138.1, the CPI for regular and premium
gasoline increased 25.98% from 104.7 to 131.9 - a difference of only 0.21%.
Although there is no CPI for aviation fuel, an official of the Bureau of
Labor Statistics indicated that the index trend for regular and premium auto-
motive gasoline could be used in estimatipg the trend in the price of fuel
used for general aviation piston aircraft.
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The cost per mile as of December 1973 has been computed by applying the

CPI increase to the adjusted 1969 costs. As shown in annex 3, the current
cost per mile for single-engine, piston aircraft (1-3 place and 4-place

and over) i1s approximately 20.6 cents. As stated earlier in this study,

the U.S. Department of the Interior and the Department of Transportation
recommended aircraft mileage rates of 20 to 22 cents and 15 to 20 cents,
respectively. The letters submitted by these agencies, which are included
in annex 4, give support to our finding that the cost of operating a single-
engine, pistom aircraft is approximately 20.6 cents per mile.

IV. CONCLUSIONS: Three major conclusions can be drawn from the above
discussion.

a. The approximate cost of operating a privately owned, single-engine,
piston aircraft is presently 20.6 cents per mile.

b. The maximum mileage allowance of 12 cents per mile, provided under
5 USC 5704(a)(2), is inadequate when a privately owned aircraft is used for
official business.

c. The cost of landing and parking, as well as tiedown service, have
not been included in the mileage rate. At present, there is no authority
for separately reimbursing employees for these -costs when they use an air-
craft for official business, although the same types of expenses may be
separately allowed when a privately owned automoblle is used for official
travel.

v. RECOMMENDATIONS :

a. Legislation should be sought to increase the maximum statutory
mileage rate for use of privately owned aircraft on official business.

b. Action should be initiated to amend 5 USC 5704(b)} to provide for
separate reimbursement for landing, parking, ant tledown costs incurred
when a privately owned aircraft is used on official business. Reimburse-
ment should be in addition to the mileage allowance, as it 1s for privately
owned automobiles.
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ADJUSTED OPERATING COSTS - 1969

(Single~Engine, Piston Aircraft)

1-3 Place Aircraft 4-Place and Over

Iten Cost Per Year Cost Per Hour* Cost Per Year Cost Per Hour*
Fuel $450 $3.00 $930 $4.65
0il 59 .39 88 44
Inspection 161 1.07 400 2.00
Maintenance 194 1.29 450 2.25
Reserve for Overhall 315 2.10 864 4,32
Depreciation 340 2.27 ) 900 4.50
Insurance 870 5.80 988 4.94
Miscellaneous 80 .53 292 1.46

TOTAL $ 2,469 $16.45 $4,912 $24.56
Miles Per Year 15,000 * 30,200
Cost Per Mile $ 0.1646 $0.1626
Miles Per Hour 100 - ' 151
Cost Per Mile - $0.1645 $0.1626

#NOTE: Average utilization for 1-3 place aircraft is 150 hours per year;
utilization for 4-place and over aircraft is 200 hours per year.
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b7

7 ERATING COSTS ~ 1973

(Single-Engine, Piston Aircraft)

Item Cost Per Mile % Change In

(19693) CPI From 1969 Change in Cost Cost Per Mile
to April 1973 Per Mile Dec, 1973
1-3 Place 16.46¢ 25.77% ) 4.24¢ 20.70¢
4~Place and Over 16.26¢ 25.77% 4.19¢° 20.45¢
1
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Mrs. Cornins. What do you estimate the increase in cost to the
Federal Government to be if the per diem allowance is increased to
$30 per day and $35 per day, and if the mileage allowance were to go
as high as 18 cents per mile?

Mr. Zecuman. The meals and lodging going irom the current maxi-
mum per diem rate of $25 to $30 would increase Government travel
costs $24 million per year. The major locality rate would add another
$10 million. Therefore, the total additional cost would be $34 million.

If you set a $35 rate, travel costs would increase $47 million over the
costs at the current.$25 rate.

On the mileage, Madam Chairwoman, if we went to 18 cents it
would have an impact of $22.8 million; 15 cents would be $11.4 million.

Mrs. CoLLins. Boes*the 847 million include the 10 high cities?

Mr. Zecaman. No, it does not. It assumes that 50 percent of
travelers would be paid at the $35 maximum.

Mrs. CoLLINs. at would the rate have on top of that?

Mr. ZecamaN. We would have to compute that, but it would be
less than the $10 million associated with the $30 per diem rate.

Mrs. Coruins. That concludes my questioning.

Mzr. Buchanan?

Mr. Bucunanan. Thank you, Madam Chairperson.

I would only say that I support some change in this per diem along
the lines that you suggest to the chairman as proposed. It seems to me a
basic inequity

Mr. Zecuman. Tt is, sir.

Mr. Bucranan. An inequity for people who are Federal employees
to be paying out of their own personal salaries a portion of the ex-
penses for doing their job. Those of us who serve in Congress do that
regularly. I don’t think it is right for us and I don’¢ think 1t is right for
other people in the Government.

Mr. Zecaman. We are always catching up. That is what it amounts

to.
I wish we could develop a methodology and base it on that rather
than talking actua’ dears. I don’t know if that is feasible, but I
think it is somethin , we should shoot for at some point.

Mr. BucraNaN. At the present rate of inflation, unless something
changes here, we are going to have to regularly adjust this almost on an
annual basis to keep people who work in the Federal employ up with
rising costs of lodging and travel in the country.

You don’t cover the State Department, but I spent 3 months at the
U.N. last fall and one this spring, and their per diems are as far behind
as the rest of the Government in terms of Wgat it actually costs to live
in New York City.

Mr. Zecaman. Of course the locality rate will help to adjust that.
In other words, we have the flexibility to adjust per diem rates up to
$50. So that, if we wait another 4 or 5 years before the new travel
legislation would be enacted, we would at least have that latitude for
those cities where actual travel costs would fall over $30, but within the
$30 to $50 range.

Mr. Bucuanan. For whatever it is worth, I would point out that
Birmingham, Ala., has the lowest cost of living and lodging of any
city in its class other than Jacksonville, Fla. '

Mrs. Covrins. Mr. Hanrahan?
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Mr. Hanrasan., Well, I agree with John’s thoughts. You said the
last time they were adjusted was 1969?

Mr. ZEcuMAN. 1969, yes.

Mr. Hanranan, Wouldn’t it be wise to put some sort of—and I
don’t know whether this is legal or not—of escalator clause into the bill
8o you wouldn’t have to be coming back to Congress every year to
have a new law passed?

Mr. ZecaMaN. It could conceivably be tied to cost of living.

Mr. Haxrasan. That is what I am thinking of. Congressman
Buchanan was alluding to it, I think. I personally experienced this 3
years ago when ] was Midwest Regional Commissioner of Education,
and went to a conference at Kansas City, Mo., and tried to live on $25
?i (iliay. That was almost an impossibility. So, I certainly feel it is justi-

ed.

Mr. ZecaMAN. Yes.

Mr. HanraHAN, No further questions.

Mrs. CoLuing. Mr. Parris?

Mr. Parris. Now, Mr. Zechman, on subsection (¢) of section 5702
on page 2 of the proposed bill (H.R. 15903), it sets out that the
Administrator may preseribe conditions under which additional travel
reimbursements can be made, not to exceed $50 per day for each day
unless unusual circumstances occur—that sort of thing. Do you see
that? ‘

Mr. ZEcHMAN, Yes,

Mr. Parris. Now, as I read the information that has been provided
to us, the current cost estimate for travel and subsistence in the city of
New York is $48.50 a day.

In view of some of those facts, would you think that the $50 a day
might not be minimal? Should that figure be perhaps adjusted to
reflect a more realistic situation?

Mr. ZecaMaN. Yes, we would support a higher figure. I don’t
have a specific number off hand. Perhaps $60 would be a fair figurs to
set as a statutory maximum, But the administration would support it.

Mr. PaRrRIs. So, if the committee were to take action to increase
that authorized maximum to $60, the administration would support it?

Mr. ZEcaMAN. Yes.

Mr. Parris. Just one other question, Mr. Zechman.

Several other gentlemen will testify shortly who have indicated or
suggested strongly the inclusion of a so-called cost-of-living adjust-
ment. The suggestion, for instance, is made on a per diem escalator, $1
increments and that sort of thing, with 3 percent approximately as
the base rate, based on Bureau of %Aabor Statistics or whatever.

What would be your position in regard to that?

Mr. ZecaMaN. We would support that.

Mr. Pagris. I think that is very important and consistent with the
observation Mr. Buchanan made earlier that with thegiven inflationary
rate (and most experts tend to believe it is not a temporary problem)
we are going to be constantly faced with the problem of being behind
the cycle if we don’t build in something that will recognize these
inequities. .

Mr. ZeceMAN. I would suggest that we also consider the mileage
costs in addition.

Mr. Parris. Well, that would have to be presumably on the same
basis, but it would be automatic then very much like the present
annuity situation?
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Mr. ZecaMAN. Yes; I think that is an excellent suggestion.

Mr. Parris. That would meet with your support?

Mr, ZecuMAN. Yes.

Mr. Pargis. Thank you.

Mrs. Conrins. Thank you, Mr. Zechman.

Would Mr. Dennis Garrison and Mr. Carl Sadler please come
forward?

I would appreciate it if those witnesses who are going to submit
statements do so for the record and each of them brief the subcom-
mittee on the position of his or her particular group in 5 minutes each.
These will be brought up in alphabetical order according to the names
of their associations,

I just want to say that, being a woman, we thought it was best to
do it this way in all fairness to everybody. As long as I am sitting here
as chairperson of this subcommittee, I do want to go on record as
saying that there is nothing discriminatory as to the order of calling
witnesgses.

First, we have Mr. Dennis Garrison, exécutive vice president,
American Federation of Government Employees, and accompanied
by Mr. Carl K. Sadler, legislative representative. You may give your
statement.

STATEMENT OF DENNIS GARRISON, EXECUTIVE VICE PRESIDENT,
AMERICAN FEDERATION OF GOVERNMENT EMPLOYEES; ACCOM-
PANIED BY CARL K. SADLER, LEGISLATIVE REPRESENTATIVE

Mr. GarrisoN. Madam Chairperson and members of the committee
and staff, on behalf of the American Federation of Government
Employees, representing over 650,000 Federal employees in exclusive
recognition units, I wish to express appreciation to the subcommittee
and its distinguished chairman, Representative Brooks for scheduling
hearings on the subject of per diem and mileage expenses of Federal
employees.

I am happy to have our legislative director, Carl Sadler, with me
today. Certainly, he is the one that oversees the legislative programs.
AF GE is very proud to have Carl Sadler on board.

I do have & summary statement and I will submit my summary.
I have five points here.

One, the normal per diem allowance beset at $40;

Two, for exceptional situations as provided in section 5702(c) of
chapter 57, title 5, United States Code, the per diem rate be set at
$60;

Three, the supplemental allowance for each day of travel outside
the continental United States be adjusted from $18 to $35;

Four, mileage allowance for privately owned automobiles be
increased from 12 cents to 20 cents per mile and for privately owned
motorcycles from 8 cents to 12 cents per mile; and

Five, to avoid future periodic upward revisions on per diem allow-
ances of Federal employees that the per diem rates established by
this act shall automatically be adjusted upwards by increments of
$1 whenever the Civil Service Commission, pursuant to section 8340
of title 5, United States Code, orders cost of living adjustments of
annuities.

That is my statement, Madam Chairperson.
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[Mr. Webber’s prepared statement follows:]

PREPARED STATEMENT OF CLYDE M. WEBBER, NATIONAL PRESIDENT, AMERICAN
FEDERATION OF GOVERNMENT EMPLOYEES

On behalf of the American Federation of Government Employees representing
over 650,000 Federal employees in exclusive recognition units, I wish to express
appreciation to the Subcommittee and its distinguished Chairman, Representative
Brooks, for scheduling hearings on the subject of per diem and mileage expenses
of Federal employees.

The obvious reason for these Hearings is the inadequacy of rates of Federal
per diem and travel allowances in the light of rampant inflation. Because of this,
the work of the Federal government is handicapped by the increasing reluctance
of many Federal employees to undertake official travel requiring their personal
presence outside their official stations of duty.

As you know, one of the burdens in the conduct of official business is the frequent
requirement to attend meetings away from one’s home installation. For many,
attendance of these meetings is onerous in any case, even if the costs of hotels,
meals and mileage are properly reimbursed. In most instances today the per diem
and travel allowances do not cover expenses to Federal employees. For a long
time now they have sought to meet this problem by paying the extra costs from
their own salaries. :

The continuing inflation of prices, both in the United States and abroad, has
aggravated an already difficult situation, Furthermore, the depreciation and
fluctuation of the American dollar on world markets have placed another financial
strain on American officials traveling abroad on the Government’s business.

We believe it is unwise fiscal policy for the Federal Government to create a
situation where Federal officials and employees shun the expeditious discharge of
those duties requiring travel solely because they are penalized by inadequate jper
diem and mileage allowances.

Our organization is most grateful to Representative Brooks for his keen aware-
ness of the problems involved, Very early this year, Chairman Brooks indicated
to us that he planned to hold these hearings in early summer and he sympatheti-
cally revieweéj this issue with us. In fact, we are especially grateful for the con-
sideration with which he discussed the specific items which our union had prepared
as a draft Bill for eventual consideration by this Subcommittee.

On the basis of our discussions and the information we have had the privilege
to receive from the most knowledgeable people, we believe there has now developed
& conse(rilsus incorporating the main elements of the drafts we had previously
prepared.

e recommend that the normal mazimum per diem allowance should be set at
$40 because of the rate of current inflation and all indications that it will accelerate.
Banks are currently charging their prime borrowers 12 percent interest, for ex-
ample. Consequently, in most financial cireles it is expected that inflation will not
be arrested and will not abate.

For exceptional situations, such as those for which provision is made in Section
5702(c) of chapter 57 of Title 5, we recommend that the rate be $60. Further we
urge that the supplemental authorization for maximum per diem allowance for
each day of travel outside the continental United States be set at $35 instead of
the present $18.

PROVISION OF AUTOMATIC ESCALATOR

The present difficult situation in the matter of per diem has arisen from the
circumstance that the current statute makes no provision for an automatic esca-
lator in per diem maximum rates. We believe it would be most useful if such an
automatic escalator could be provided. We suggest that the language for such an
automatic escalator could read as follows:

“The Per Diem rates established by this Act shall be automatically adjusted
upwards by increments of ‘$1.00" whenever the Civil Bervice Commission, pursuant
to Section 8340 of Title 5, orders the Cost of Living adjustment of annuities,”

We believe the simplest way of achieving this escalator is to tie it to the Cost
of Living adjustments for Federal annuitants based on Bureau of Labor Statistics
data, and to set it at the rate of $1.00 increments. As you know, the cost of living
adjustments for annuitants now requires an inerease in_ the Bureau of Labor
Statisties data of at least 3 percent maintained at that level for at least three
additional months. To overcome the time lag created by the three-month waiting
period, the formula then provides an additional 1 percent on top of the highest
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rate established in the three month base period. Consequently, the Federal annu-
ities are adjusted a minimum of 4 percent, often more. Howcver, the $1.00 incre-
ment we are proposing is slightly less than three percent of $40 and would remain
fractionally below 3 percent for the next several automatic escalator adjustments.
Consequently, we believe that our escalator proposal is fiscally conservative and
also would remain practical for many years.

MILEAGE AND RATE ALLOWANCES

The increased costs in gasoline, diesel fuel and in automobile repairs and in
automobile maintenance costs have been phenomenal as a result both of the
energy crisis and efforts to control exhaust pollution. The Federal rate of mileage
allowances are now totally unrealistic. For this reason, we should like to propose
that instead of 8 cents a mile for the use of privately-owned motorcycles, the
Congress authorize 12 cents; and instead of 12 cents for the use of privately-owned
automobiles or airplanes, we ask Congress to authorize 20 cents. We realize that
a recent survey shows that it already costs 14.5 cents to operate private automo-
biles. But that survey does not include increases in prices of automobiles, parts
and costs of labor for repair and we believe it significantly understates the actual
expenses.

AUTOMATIC ESCALATOR FOR MILEAGE ALLOWANCES

An escalator procedure to increase mileage allowances based upon s quarterly
survey by the C%mptroller General of the United States should also be provided.
We submit this proposal for the adjustment of mileage and related allowances
because it would establish an automatic mechanism permitting proper changes in
allowances without the need for frequent review by Congress. We do this as
reflecting in this area the same philosophy with which we are proposing an auto-
matic escalator in per diem allowances timed to take place concurrently with the
cost of living adjustments in Federal annuities.

SUMMARY AND CONCLUSION

In summary, we enthusiastically welcome the decision of the Subcommittee to
hold hearings on allowance increases for per diem and mileage expenses of Fedeial
employees. We recommend, in light of rampant inflation, the installation of g
maximum of $40 in the continental United States with an exceptional allowance
of $60 in certain situations. Taking into aceount the depreciation of the dollar in
world markets, we recommend an oversess supplemental of $35 in place of the
present $18.

We earnestly and sincerely urge the provision of a per diem escalator of $1.00
(approximately 3 percent of the base rate), timed to the cost of living escalator
provision of Federal annuities. Finally, we recommend higher mileage allowances
and submit to you our proposed automatic escalator based on quarterly surveys
by the Comptroller General of the United States,

Mr. Chairman, we are most grateful to you for discussing this subject with us
throughout this year and for inviting us to testify at this hearing. We assure you
of our fullest cooperation in seeking to bring about this essential legislative reform
in sllowance for per diem and mileage expenses of Federal employees.

Mrs. Corrins. I thank you. I have no questions. Mr. Buchanan?

Mr. BucranaN. We appieciate your testimony.

I, for one, am determined that we shall create a situation in which
the people you represent don’t go in the hole, that they not pay out of
their own pockets for the expenses connected with the work they do
for the Government. So whatever that is required, I hope the subcom-
mittee can arrive at it and make sure that doesn’t happen.

Mr. SapLER. We appreciate that.

Mrs. Corrins, Mr. Hanrahan? .

Mr. HanragAN. Thank you for testifying. I see that you have a
position here on the automatic escalator clause for both per diem and
mileage, which Congressman Parris had alluded to and I think all of
us have. So we hope that that can be worked in the legislation. Thank

ou.
y Mr. GarrisoN. We appreciate that.
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Mrs. Corrins. Mr. Parris?

Mr. Pagrris. Just to remind you gentleman that roughly one-third
of the people in my district are employed by the Federal Government,
so I have some modest passing interest.

Mr. SapLER. We appreciate that, Congressman.

Mrs. Cornins. Next we have Mr. John A. McCart, Government
Employes Council, AFL-CIO.

STATEMENT OF JOHN A. McCART, OPERATIONS DIRECTOR,
GOVERNMENT EMPLOYES COUNCIL, AFL-CIO

Mr. McCart. Since we supplied the subcommittee with a copy of
our prepared statement, Madam Chairperson, I will proceed to sum-
marize the biief statement, if you wish.

From what has transpired in the last 15 minutes, it is rather obvious
that all of us, regardless of the constituency we represent, are talking
about the same thing. So I don’t see any point in belaboring the
situation c

The information in our statement indicates very clearly that
lodging and meal costs away from home have risen very dramatically
in the last 5 years, since the enactment of the 1969 law revising per
diem allowances. We find some very reputable companies producing
statistics that indicate in nine cities for example, the rates range from
more than $21 a day in Atlanta, to more than $26 a day in
New Orleans. This is just rooms.

If you start with a basic $25 per diem, which includes tips and tele-
grams and some other incidental expenses, it is very readily apparent
that Federal employees are far behind the parade.

We then offer some Bureau of Labor statistics information on food
away from home and gasoline and oil that tells basically the same
story.

In relation to gasoline and oil, it raises the question about the last
time ‘the mileage allowance was adjusted, which was not in 1969.
That occurred in 1961, which is 13 years ago.

So, with the dramatic changes that have occurred in this area just
in the past few months, you can readily recognize the problem con-
fronting Federal employees.

Our statement proposes mechanisms for placing these rate adjust-
ments on & periodic basis. We hope the committee will devote serious
consideration to this method of avoiding the necessity of going through
the legislative processes each time, but at the same time permitting
Congress to retain oversight.

Finally, we think it is important, Madam Chairperson, that scme
new attitudes and approaches be developed in the executive branch
to provide more uniform application of the travel policies to employees.
We find some inconsistencies and variations.

We find it very difficult for the 30 unions we represent to have
meaningful input into the unified application of these travel policies.
So we recommend that the executive branch address itself to this
and to become more available to the representatives of the employees
in trying to rectify the inconsistencies that exist.
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Madam Chairperson, that concludes our presentation. I want to
eXf)ress the thanks of our council to you and your subcommittee
colleagues and also to the chairman for introducing H.R. 15903.
I haven’t seen it yet, but I know that it has been introduced.

Mrs. Corrans. I have no questions. We are faced with the fact
that we are going to be leaving in a very short time and I hope we get
to the other witnesses. However, the members might have some
questions of Mr., McCart.

Mr. McCart’s entire statement, of course, will go into the record.

[Mr. McCart’s prepared statement follows:]

PREPARED STATEMENT oF JoEN A. McCart, OPERATIONS DIRECTOR,
GovernMeENT Emproves Counciy, AFL-CIO

Mr. Chairman and members of the subcommittee, the council and its 30
affiliated AFL-CIO unions join in urging early action on legislation increasing
the per diem and mileage allowances currently available to Federal employes
who are required to travel on official business. The unions associated with our
organization represent more than 1 million classified, wage grade, and postal
employes.

We are deeply grateful to the chairman of the subcommittee for arranging
this hearing.

The council wishes to convey its appreciation to members who have introduced
bills adjusting existing: travel allowances, including Representatives Joel T.
Broyhill (H.R. 10539), Jerome R. Waldie (H.R. 14000), and G. William White-
hurst (H.R. 15154).

The maximum per diem allowance for normal official travel was fixed at $25
by Congress in late 1969. There was no adjustment at that time in the reimburse-
ment for use of employes’ automobiles for authorized work. That rate was estab-
lished in August, 1961, at 12¢ a mile.

During the intervening years, the cost of hotel accommodations, restaurant
meals, and automobile maintenance has risen sharply. Inflation has caused these
items to escalate inexorably and steeply. The result is that Federal employes are
unable to maintain themselves in a reasonable fashion on the present $25 maximum
daily allowance or to operate their vehicles efficiently. Consequently, they are
experiencing financial loss because the allowances have not kept pace with ever
increasing costs. For these reasons, it is highly desirable that Congress provide
legislative relief.

Our research demonstrates very clearly that if these employes do not secure
relief, they will continue to suffer financially in many cases, and will be required
ta personally defray a larger portion of these legitimate work expenses with the
passage of time.

One of the recognized accounting firms, which deals with hotel operations, is
Laventhol, Krestein, Horwath and Horwath. Their report for 1973—the latest
available—discloses that room rates in motels increased by 19 percent between
1970 and 1973. The average daily rate for rooms in hotels was $19.70.

Using data compiled by that firm and another reputable company in the same
field, Harris, Kerr, Forster and Company, we find these average room rates!in
representative cities:

Atlanta_ - $21.13 New Orleans____ ..o~ 26. 34
Boston_ o oo o 21,48 New York City oo 24, 25
[0]51 (Y T ——— 25. 77 San Franciseo_.__ ... -.__..- 22. 64
Los Angeles_ _ oo 22: 04 Washington, D.C.._____ ... 24, 87

The current per diem allowance covers other items in addition to lodging and
meals. It includes tips, telegrams, telephone calls, laundry and dry cleaning,
and certain transportation costs.

Bureau of Labor Statistics maintains information on meals away from home,
gasoline and motor oil, laundry and dry cleaning costs as part of its Consumer
Price Index funetions. The base year (100) is 1967. These are the increases regis-
tered by BLS in March, 1974, for the elements noted above: Food Away From
Home, 153. 7; Gasoline and Oil, 157. 4; Laundry, 137.7; Dry Cleaning, 130.7.

1 Source: American Hotel and Motel Assoclation.
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From this information, it becomes obvious that a substantial adjustment in per
%iem allowance is justified. We recommend that the maximum figure be fixed at

0.

It is interesting to note that in the three month period ending February, 1974,
the cost of gasoline and oil jumped 86.2 percent, seasonally adjusted on an an-
nual basis, according to the Bureau of Labor Statistics review.

Our inquiry to the Federal Energy Office elicited the fact that service stations
were authorized to increase the price of regular gasoline by 7.1 cents per gallon
from January to April, 1974,

In January of this year the General Services Administration completed a study
of the cost of operating privately owned automobiles. Based on the Consumer
Price Index for December, 1973, GSA found that the expense of maintaining a
standard size automobile was 14.5 cents a mile. Recalling the increase in gasoline
prices—7 cents between January and April, 1974—and the sharp upward trend
of automobile maintenance costs, a maximum allowance of 20 cents per mile is
completely realistic.

Earlier in this statement we alluded to the length of time elapsing between
Congressional consideration of travel allowances—1969 for per diem, 1961 for
mileage. Because of the economio fluctuations which have occurred since those
years, the Council has reached the conclusion that it would be wise for Congress to
adopt mechanisms which will permit periodic adjustments in the per diem and
mileage rates, if the economic factors substantiate such changes. At the same:
time Congress may desire to maintain careful oversight of these new mechanisms,
particularly in the first years of their operation.

As you know, the Department of Labor’s Bureau of Labor Statistics has spe-
cialized for many years in the accumulation of cost data and development of
indices reflecting changes in the various parts of the economy. The figures cited
above indicate that BLS currently collects data on restaurant meals and auto-
mobile costs to construct its Consumer Price Index.

Ample precedent exists for using the Index to evaluate chan%es in payments to
individuals under statutes affecting Federal workers. In 1965, Congress approved
legislation relating increases in annuities for retired Federal employes and their
survivors to changes in the Index. The following year, legislation was enacted
using the same yardstick in adjusting benefits for those on the permanent rolls
under the Federal Employees’ Compensation Act, which covers employes incur-
rin% job related injuries and diseases.

herefore, the Council recommends that in the future the statutory per diem
allowance be increased by $1 each time the Consumer Price Index causes a cost of
living adjustment in annuities of retired Federal workers and those on the com-
pensation rolls.

With the data available through the Department of Transportation, Bureau of
Labor Statistics, and other public and private organizations, it should not be
difficult to accumulate sufficient information to permit adjustment of mileage
allowances at predictable intervals. The General Services Administration, for
example, could be empowered to undertake the necessary studies with authority
to revise the mileage rates every six months, Both the studies and the resulting
allowance changes should be transmitted to Congress.

One final observation is in order. Through the years, Federal workers subject -
to official travel in agencies have experienced a wide variety of practices with
respect to the application of the maximum per diem and mileage rates. There has
been a notable lack of comsistency in applying the statutory norms. Unions
associated with the GEC have found that agencies fail to recognize the need for
insuring equity among the employes involved. We believe it would be highly
salutary for the Subcommittee to address itself to this problem in a bill it rec-
ommends or in the committee report accompanying a bill approved by the full
Committee. The objective could be accomplished by simply requiring the agency
responsible for fixing the travel allowances to consult with unions rgﬁ)resenting
the largest number of Federal workers affected by the legislation. These con-
ferences would include the methods of undertaking the necessary studies, evaluat-
ing their results, and development of uniform application of the travel policy.

Mr. Chairman, the Government Employes Council believes that Congress
intends to see that Federal employes who find it necessary to engage in official
travel will not be required to bear any share of justified expenses. We recommend
gtrongly that the Subcommittee proceed promptly to report favorably a bill
which will correct the deficiencies in the present situation.

Approved For Release 2001/09/07 : CIA-RDP76M00527R000700030004-7



Approved For Release 2001/09/056: CIA-RDP76M00527R000700030004-7

Mrs. Corrins. Mr. Buchanan?

Mr. BucHanaN. No questions. We will consider your proposal.

Mr. McCart. Thank you very much.,

Mrs, Coruins, Mr. Parris?

Mr. Parris. No, thanks.

Mrs. Corring. Well, we will call the representative of the National
Feder&ltion of Federal Employees, Mr. Irving I. Geller, who is general
counsel.

STATEMENT OF IRVING I. GELLER, GENERAL COUNSEL, NATIONAL
FEDERATION OF FEDERAL EMPLOYEES

Mr. GrrLER. Madam Chairperson and members of the committee,
on behalf of the National Federation of Federal Employees we sin-
cerely appreciate the opportunity of testifying about this matter
before this committee.

And recognizing the admonishment about time, I shall, with your
permission, submit our statement for the record, and merely make
some summary comments, which I hope will not be repetitious of
prior speakers.

Our organization, of course, is very much concerned not only with
those people who occasionally travel, but we represent many employees
who are frequently in almost a continuing travel status. In assessing
the propriety of an increase in per diem amounts, we hope that the
committee will consider things like—and these might be intangibles—
telephone calls back home, the cost of cleaning and drycleaning that
one ordinarily might incur on a very short visit.

We, of course, recently were apprised of the bill that Congressman
Brooks introduced, and we are very appreciative of this bill and es-
pecially the rates that are set forth in that bill increasing the maxi-
mums to 18 cents per mile and $35, and $60 where there are
unusual circumstances for the reimbursement of per diem rates.

We are having much concern that the Federal employee organiza-
tions have an opportunity to have a continuing input in determining
what per diem rates and what mileage rates will be determined
appropriate.

We hope that the committee arrangement, the institutionalized
committee arrangement that we recommended in our testimony,
will be adopted.

Thank you for the opportunity to speak to you.

[Mr. Geller’s prepared statement follows:]

PrePARED STATEMENT OF IRVING I. GELLER, GENERAL CoUNSEL, NATIONAL
FeperaTioN or FepEraL EmMpLOYEES

Mr. Chairman and members of the subcommittee, I am Irvin’% I. Geller, general
counsel of the National Federation of Federal Employees. The NFFE is the
largest, independent labor organization in the Federal sector. We represent approx-
imately 120,000 Federal employees both in this country and abroad. I appreciate
the opportunity of appearing here today to testify in behalf of a bill which would
increase per diem and mileage allowances for Federal employces.

We previously testified on 8. 3341, the Senate bill which would increase per diem
expenses from $25 to $35 per day and increase the mileage rate for the use of a
privately owned vehicle used on official business from 12¢ to 14.5¢ per mile.

There appears to be unanimity among all of the parties who are concerned with
the subject of per diem expenses and mileage regarding the need for an increase.
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The significant question now before this Subcommittee is the question of the
amount and whether it would be useful to set up machinery that would auto-
matically update and reflect as accurately as possible, on a recurring basis, the
appropriate per diem amount as well as the mileage rate. :

We are especially interested in the provisions in 8. 3341 which direct the
Comptroller General to conduct a continuous study on the actual cost experi-
enced by an employee when he uses his own vehicle for Government purposes.
The results of this study are compiled on a quarterly basis and sent to the Presi-
dent or his designee who must then adjust the mileage fees paid to Federal
employees. )

Mr. Chairman, we think this procedure is a step in the right direction. However,
we suggest that the provision be amended to include the per diem allowances paid
Federal cmployees. Specifically, we propose that the C%mptroller General also
be directed to conduct a study on the actual cost an employee experiences for
living expenses while in a travel status for the government. The procedure would
allow for adjustment to this allowance on an annual basis.

While we desire the placing of this responsibility within the General Accounting
Office, we think that policy and procedure for such provision should include the
specific opportunity for employee organizations to furnish to the General Account-
ing Office the views and position of the organized employees. There are now
pending several pieces of major legislation Wﬁich would establish labor relations
in the Federal government on a statutory basis. These bills all vary in scope. How-
ever, all greatly expand the scope of bargaining. Employees want and deserve a

" voice in the matters that affect them. We propose, therefore, that in conjunetion
with pending bills such as H.R. 10700, wﬁich provides for a labor-management
program for Federal employees, that a bill comparable of 8. 3341 be amended
to provide a mechanism whereby the unions are accorded the opportunity of
submitting data to the Comptroller General and having meaningful discussions
on a regular basis. Prior to the submission of recommendations to the President
on the data and conclusions that should be included in a report and recom-
mendation to the President concerning per diem and mileage allowances, the
employee organizations shall indicate t%eir agreement or disagreement with the
report and recommendation.

A committee should be established comprised of membership having equal
representation from management and the employee organizations, with a key
member of the General Accounting Office serving as Chairman.

Utilizing any yardstick, the increases set forth in 8. 3341 are modest and
amply justified based on a survey of hotel and motel costs as well as the ever
increasing cost of operating a motor vehicle. The suggested procedure for studying
these ever escalating costs and making recommendations for changes to the
President or his designee as suggested in 8., 3341, as further augmented by an
institutionalized employee organization-management committee functionin
within the General Accounting Office, would provide a systematic and fair metho
for compensating Federal employees who are obliged to travel.

Mr. Chairman, we especially want to point out our concern for those Federal
employees who are obliged to spend considerable time in a travel status while
performing their Federal duties. This group incurs special expenses that are not
contemplated in the typical per diem allowance and they include such items as
telephone calls back home to advise the family of their whereabouts or to receive
calls from the family on matters that are not ordinarily considered in. estimating
the per diem allowance. Further, employees functioning in extended travel
circumstances are required to expend unusual payments for laundry and dry
cleaning that they would not incur at home. There are a whole variety -of dlg,-
advantages and expenses falling within this category and care should be taken in
set;ing the per diem amount to include these expenses as well ag the cost of lodging
and meals.

One of the frequent problems arising in connection with travel is the opportunity
for employees to utilize their privately owned vehicle rather than a GSA car.
Much has been made of the economy arising from the use of GSA vehicles. How-
ever, this is highly debatable and when measured against the inconvenience gf_an
employee traveling in a remote area, the advantage to the employee in u_t.lhz-lng
a privately owned vehicle is apparent. An employee should not be obliged to
function with less transportation at his disposal after hours or on weekends than
he would have when at home or at least when he is not in a travel status. The use
of a privately owned vehicle permits an employee greater freedom after hours and
on weekends while in a travel status.
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There has been consideration given to utilizing the Department of Transporta-
tion or the GSA in lieu of the Comptroller General in serving as the vehicle for
reports and recommendations concerning expenses and mileage allowances within
the Federal Service. We believe that the issue is basically one of financial study
and that the GAO is charged with an audit responsibility in this area which could
easily be assigned initially in developing the financial costs appropriate for the
establishment of per diem and mileage allowance. Of course, we are more im-~
pressed with the experience and independence of the Comptroller General and
the neutrality position it follows.

In sum, we strongly recommend the prompt passage of a bill which would
raise the per diem allowance from $25 to $35 and the mileage rate from 12¢ to
14.5¢ to meet an urgent need for relief. Further, we believe that the establishment
of a per diem and mileage allowance committee, equipped to issue reports and
make recommendations to the President or his designee for the establishment of
periodic adjustments to these allowances and rates on an institutionalized basis,
is equally compelling.

We hope that this Committee will take the lead in the introduction of necessary
legislation modeled along the lines of the Senate bill and the recommendations
made for amendment as previously described. We would be happy to answer
any questions concerning our statements.

Mrs. Coruins. 1 have no questions. Do either of you?

That being the case, we thank you, Mr. Geller.

We wonder if Mrs. Mary Gureau, director of legislation, National
Treasury Employees Union, is here? She is accompanied by Mr. Tobias.

STATEMENT 0F MARY C. GUREAU, DIRECTOR OF LEGISLATION,
NATIONAL TREASURY EMPLOYEES UNION

Mrs. GurREAU. Mr. Tobias is not here. I will be extremely brief.

I do want to say it is a pleasure to come before a committee chaired
by a woman. I wanted to tell you what an interesting day I have had
regarding other legislation that you have considered. I am a history
major, so I enjoyed that; and I am an honorary princess in the Black-
feet Indian Tribe, so I hope you pass that bill; and 1 am a former
superintendent of schools, so I had a lot of sympathy with Mr.
Hanrahan. Finally, my father and mother were born in Iﬁinois.

Now, outside of that, I want to say that we hope you will read the
NTEU statement. We would like the opportunity of filing & statement
on Mr. Brooks’ bill, H.R. 15903. I would think that we would be

_ generally in support of most of it. We do think the per diem should be
at least $35 a day. We are very eager that the employee unions be
considered as part of the process of developing the statistics. We have
no confidence whatsoever in GSA.

We have been unable to find out what they base their present state-
ments on. The present law allowed them to go to 12 cents long before
they did. They hung on that very long after it was permissible to raise
it to that amount. We believe that it is important that GAO and
Transportation Department and Department of Defense and the
Government employees’ unions be involved in determining what the
factors are.

We would really prefer that the law spell out what the factors are
that should constitute the formula for determining the mileage, be-
cause it is too vague the way it is, and as GSA demonstrated, they
couldn’t tell you at what weight in the formula they put gas and oil on,
because they don’t know.

I frankly think OMB tells GSA how much they can spend, and then
they adjust the figures to fit it. We think the factors should be spelled
out in the law. '
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That is all 1 have to say, except that we want something done.
rs. CorriNs. We appreciate your statement. 1t will go into the
record.
[Mrs. Gureau’s prepared statement follows:]

PrEpARED STATEMENT OF MaRYy C. GUREAU, DIRECTOR OF LEeaisvaTion,
Narrovar TreAsUrY EMPLOYEES UNION

My name is Mary Condon Gureau, director of legislation for the National
Treasury Employees Union. I am representing Vincent L. Connery, president of
the National Treasury Employees Union, formerly the National Association of
Internal Revenue Employees. Our union has been elected the exclusive representa~
tive of more than 60,000 Treasury Department employees, including 90 percent
gf the employees of the Internal Revenue Service who are cligible to be represented

¥ & union,

We welcome this opportunity to comment on proposals before the subcommittee
which are designed to remedy one of the most pressing problems faced today by
countless Federal employees who must travel or use their own automobiles as a
regular part of their jobs. Because of the grossly inadequate mileage and per diem
allowances, tens of thousands of Federal employees are being forced to subsidize
the government. They must, in effect, use their personal funds to supplement costs
which should be completely berne by the Federal government.

Employees of the Treasury Department, like those in other Federal agencies, are
required by the nature of their work to travel. Thousands of these men and wornen
who are employed by the Internal Revenue Service, Bureau of Alcohol, Tobacco,
and Firearms, and the U.S. Customs Service are assigned away from their home
office for periods of several days, weeks, or even months to conduct audits, in-
vestigations, and other necessary duties. Others, from time to time, are called in to
regional and national office meetings held in cities far from their work sites. In
each instance, these employees must stay in hotels or motels and, of course, incur
lodging and food expenses which are far greater than the present reimbursement
rates.

Even when overnight travel is not required of them, these same employees, and
scores of others, must use their own automobiles to conduct vital government
business because of poor public transportation and the failure of the General
Services Administration to provide sufficient government vehicles. In the Collec-
tion and Audit Divisions of the Internal Revenue Service alone, there are more
than 20,000 employees who reqularly use their own cars ‘for the convenience of
the government.”’

ost of these employees travel extensively, many more than 13,000 miles per
year on government business. When the present mileage allowance of 12 cents is
compared to the actual cost of operating an automobile, which a recent Depart-
ment of Transportation study concluded was 15.9 cents per mile, one can readily
see that these employees are losing 4 cents for each and every mile they drive on
behalf of the government. For those employees who drive their own cars on
government business more than 13,000 miles per year, the annual cost to the em-
ployee is at least $520.00.

The employees of the Federal government should not be forced to bear a signifi-
cant amount of the expense necessitated by their travel. Strictly speaking, they
are not obligated to use their own cars on government business; however, if they
did not, the entire enforcement effort would collapse for lack of transportation.
To further penalize these officers by requiring them to operate their own vehicles
at a substandard rate of reimbursement is grossly unfair.

Therefore, we strongly urge the Congress to increase the mileage allowance to
the going rate acdording to government studies at the time of enactment. The
most recent study by the Department of Transportation shows that the cost has
risen to 15.9 cents per mile. II;)I view of the rapidly escalating costs of operating a
vehicle, the legislation should provide for a reimbursement rate that is commen-
surate with operating costs at the time the bill is sighed into law.

We further believe there should be a continuing studX of mileage costs and that
the rates should be adjusted quarterly based upon GAO cost reports. This then
would enable Federal employees to be reimbursed on a continuing basis, under a
cost operation rate that has been fairly determined, thereby eliminating the neces-
sity of legislating in this area every few months.

We are convinced that the GAO, rather than the General Services Adminis-
tration which is administering the present program, should conduect the cost
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studies and establish the rates. We have more confidence in the Congressional
agency than we do in the General Services Administration in the Executive branch
of the Federal government, which has demonstrated little concern for Federal em-
pl(iyees in all matters that involve increased expenditures.

or months, while the costs of operating an automobile were escalating rapidly,
the GSA clung to the provenly outdated 1l-cent rate even though the statute
authorized 12-cent allowance. Only after tremendous pressure from our union,
and many others, was brought to bear on this agency did it finally relent on Febru-
ary 8th of this year, and increase the allowance to the 12-cent statutory maxjmum.
In the meantime, tens of thousands of Federal employees continued to lose a con-
siderable amount of money which they should never have been forced to pay out of
their own pockets.

Even though the GSA did incresse the allowance in February, the fact is that
its own studies showed that the cost of operating an automobile was actually 14.5
cents per mile as of the end of 1973. It would seem reasonable to expect that GSA
would have proposed legislation to increase the mileage rate at least six months
ago, but such has not been the case. To our knowledge, not until Congressional
hearings were scheduled did GSA prepare anything to relieve Federal employees
from the burden of inadequate mileage reimbursement rates. For these and many
other reasons, the responsibility for determining the mileage rates should not be
left to the unbridled discretion of GSA.

We urge that those responsible for establishing the rates be required to consult
with experts in the field and with government employee unions before the rates are
set. We believe that the legislation should enumerate the factors that must be in-
cluded in the rate determining process. Only by such specific directions from the
Congress can s fair determination be achieved.

Turning now to the matter of per diem, everyone knows that a $25 allowance is
grossly inadequate. For example, such rates of reimbursement in the local area are
absurd if fairness and equity are the criteria. Commercial hotels in the area such
as the Roger Smith charge $20 to $31 per day; the Statler Hilton charges $26 to
$38 per day; the Ramada Downtown charges $24 to $28 per day; and the Holiday
Inn (Downtown) charges $22 to $26 per day.

Other major cities are the same or even higher. To mention but a few: In
Atlanta—the Marriott charges $27 to $36 [I)er day; the Hilton charges $19 to $24
per day; the Sheraton charges $30 and up. In St. Louis: the Marriott—$25 to $32
%er day; the Hilton—$20 to $24 per day; the Sheraton—3$20 to $24 per day. In

oston: the Marriott—$28 to $32 per day; the Hilton—$20 to $24 per day; the
Sheraton—$23 to $33 per day. In Los Angeles: the Hilton—$24 to $35 per day;
the Sheraton—$28 to $30 per day.

We are not advocating that employees should stay in top luxury hotels, we are
merely quoting standard commercial hotel rates. The fact of the matter is that
medium-priced hotels and motels now charge rates ranging from $20.00 to $40.00
per day. It must be kept in mind that employees must also pay for their meals
out of the per diem allowance. As we all know, meal prices are also escalating
daily. The result is that Federal employees who are required to travel are con-
siderably “out-of-pocket” beeause of the restrictive $25 per diem allowance. And
while the employee travels, his family expenses continue at the same rate as if
he were at home.

A summary of single room costs for medium-priced hotels in selected cities is
attached to this statement. In smaller citics, rates are likelﬁr to be lower, but it is
to the metropolitan areas that most travel is scheduled. The vast majority of the
Federal workforce is located in and around major metropolitan cities, and it is to
these areas, where the hotel rates are the highest, that most Federal employees
must travel on government business.

Therefore, we strongly urge the Congress to raise the per diem allowance to at
least $35.00 within the continental United States, as well as to increase the per
diem rate from $40.00 to $50.00 for expenses under unusual circumstances. In
fact, we believe that in certain High cost cities such as New York, San Francisco,
Chicago, Dallas, and others, the rate should be established by the Comptroller
General based on studies conducted by the GAQ. The same procedure as proposed
for determining per diem allowances and, in turn, certain high cost areas should
be identified and per diem rates in those cities adjusted accordingly.

On behalf of the National Treasury Employees Union, I appreciate this oppor-
tunity to share our views with the Congress. If there are any questions, I will be
happy to answer them at this time.
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SINGLE ROOM RATES IN SELECTED CITIES (DOWNTOWN AREAS)

Marriott Hilton Sheraton

Atlanta. - oo 27 t0 $36. ... 19 10 $24.. ... 30 and up.
Dallas.__ femmeessmecmcaesecscmenmans 19 to $27. ... 19t0§27 ... 22 to $32.

St. Louis .- $26t0 832 ... $20t0$24......... 22 to $24,
Boston $28 to $32 - $24to %32 . ... 23 to $33.
Chlcago..._.. - $31 10 $39 . $26t0$53. . ....... 29 to $34.

Fort Wayne.__._.._.._. $19t0 827 ... 317 to $21.. -~ $16 to $21,
Louisville_ .. _......... ... $17.50 t0 $18.50. . _.......... .. $12,50 10 315.50.
L0S ANgeles . . . e e e e $24 to $35_ ... $28 to §3

Seattle__... - LI $21 to §26.°220010 $20 to $22.
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H.R. 15903, in providing for $35 per diem and not to exceed $50 in unusual
ciﬁ'cumstances and in high cost localities, parallels NTEU’s bosition on per diem
allowances,

We believe that the maximum amount for mileage payments of 184 per mile for
use of a privately owned automobile will necessitate approaching the Congress
again next year to seek an increage in this factor. We believe the mileage rate
should be stated as a minimum, suggesting 154 per mile, rather than a maximum,
The higtory of GSA action in this matter in icates the agency tends toward the
penurious rather than the generous and they are not likely to change.

We also believe the specific factors on which the mileage rate is based should be
enumerated in the law. Under the present Act, GSA is extremely vague in identi-
fying the basis for the mileage determination.

We agres that representatives of employee organizations should be involved in
the conduct of studies of the cost of operating privately owned vehicles. We beliove
the report of findings should be made every six months rather than onoce a year, It
is not clear that GSA should adjust the rates based on the reports, Merely report-
in% to the Congress is no guarantee that the proper adjustment in mileage rates
will be made. We believe the language of the bill needs to be more specific on this
point,

We feel it is essential that the legislation require GSA to suthorize payment of
the actual mileage cost based on continuous rather than periodic studies. The
situation has been changing almost daily in recent months, especially relative to
costs for gasoline and oil. Federal employees should not be required, as they are at
present, to subsidize the Federal government in order to carry out their duties
pr%{;erly, merely because GSA fails to act.

© appreciate the opportunity to make these comments on H.R. 15903.

ers. CorriNg. Any questions? We appreciate the testimony of all
of you.

As1 saéy, all of your submitted statements will be made s part of
the record.

It is my understanding that Mr. Parris wants to put a statement in
tho record, and that will be accepted without objection.

[Mr. Parris’ prepared statement follows ]

PREPARED STATEMENT oF Hown, STAnromp E. PARRIS, A REPRESENTATIVE IN
ConerESS FROM THE STATE oF VIRGINIA

Mr. Chairman, it is a distinet pleasure to have this opportunity to present a
brief statement on behalf of an increase in the maximum statutory per diem allow-
ance and mileage allowance for federal employees.

As you know, by virtue of the proximity of the Eighth Congressional District of
Virginia to the bistrict of Columbia, I have the privilege of representing thousands
of federal civil servants. On numerous occasions, these people have brought to my
attention the near-impossibility of subsisting in most areas of the United States
and abroad when traveling for “Uncle Sam”, under the present statutory per
diem allowance.

Currently, if civil servants travel to a city or locality where they simply eannot
find decent meals and lodging within the statutory allowance, they have no
alternative other than to finance any excess costs incurred out of their own, pockets.
I have known many federal employees travelling on official business who have
met with this problem, even though they have made a concerted effort to locate
lodging that will permit them to remain within their per diem allowance.

Furthermore, rising gasoline prices have made the present statutory maximum
of 12¢ per mile totally unrealistic for the operation of a privately-owned automo-
bile. Emission controls require the use of more gasoline per mile. You will recall
that a recent study by GSA indicated that as of April, 1974, the average auto-
mobile operating cost was 14.4¢ per mile. In view of the continuing inflationary
epiral since April, I would think it a fair statcment to assume that this GSA
estimate can only have increaged.

Let me point out in discussing this situation that we in the Con gress have done
a great deal to fuel inflation through excessive government spending. This is a
broblem that we as a body are wrestling with, and although we have found no
overall solutions, I do believe that real progress in the area of fiscal responsibility
has been achieved through recently enacted legislation.
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Certainly an increase in the %er diem and mileage allowances will cost the
federal government some money. lowever, in my estimation, it is more inflationary
to mandate the use of a portion of the civil servant’s salary to finance official U.S.
government business than to permit that portion to be used to ease the pinch in
the cost of maintaining a home and family.

Let me also point out that it is extremely difficult for the federal government to
compete. with the salaries and expense accounts of executive positions in private
enterprise. We need to exert every effort to attract into the Civil Service the
gifted young men and women of ‘Americs who are making their career decisions,
and to encourage present key federal employees to remain with the Civil Service
in the future. Increasing the per diem and mileage allowances to realistic levels is
one of the areas in which we can accomplish this.

Mr. Chairman, thank you for the opportunity to state my position on this
matter. I would hope that this Committee will, in the near future, favorably
report a bill which will provide o reasonable increage in the statutory maximum
mileage and per diem allowances for federal employees.

Mrs. Corring. The record will be open for 1 week for the submission
of other statements. The meeting is adjourned.
[Whereupon, at 3:20 p.m., the hearing was adjourned.]
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APPENDIX

OTHER MATERIAL RELATIVE TO THE HEARING

Technical (gt R o o S s iy
information Internal Revenue Service

. Washington, DC 20224
ﬁ@“@@@@; Tel. (202) 964-4021 g/12/74

For Release: Immediate ) TIR-1299

An increase of three centsper mile in the standard milcagé rate for
the first 15,000 miles and one cent per mile, for each additional mile of
business use of automobiles was announced today by the Internal Revenue
Service, This raises the standard mileage rate to 15 cents on the first
15,000 miles and 10 cents on each additional mile,

The rate for use of an automobile for charitable, medical and allowable
moving expense purposes is also increased by one cent per mile and will
now be seven cents per mile.

The IRS also announced an $8 increase, raising to $44 the amount of '
reimbursements, or per diem allowances, for ordinary aid necessary expenses
of employees traveling away from home, for substantiation purposes,

All the above increases are effective for taxable years beginning
after December 31, 1973,

The Revenue Ruling and the three Revenue Procedures which follow
will be published in Internal Revenue Bulletin 1974-36, dated 9/9/74, as
Revenue Ruling 74-433, Revenue Procedure 74-23, Revenue Procedure 74-24,
and Revenue Procedure 74-25,

PART I
SECTION 27).--DISALLOWANCE OF CERTAIN ENTERTATNMENT, ETC,, EXPENSES

26 CFR 1,274-5: Substantiation requirements,
(Also Section 162; 1.162-17.) -

Rev. Rul, 7h.k433

The purpose of this Revenue Ruling is to update Rev. Rul. 71-412,
1971-2 C.B. 170, as modified by Rev. Rul. 72-508, 1972-2 C.B. 200, to
provide subsistence and travel figures that most nearly represent
present reasonable limits in light of current costs,

Under section 274(d) of the Internal Revenue Code of 195l and
section 1.274-5 of the Income Tax Regulations,' rules are provided for
the substantiation of business expenditures for travel, entertainment,
and gifts. The Commissioner of Internal Revenue, under the authority
granted by section 1.274-5(f) of the regulations, may prescribe rules
governing reimbursement arrangements, or per diem allowances, for
ordinary and necessary expenses of an employece traveling away from
home (exclusive of transportation costs to and from destination) and
milecage allowances for similar transportation expenses. Such arrange-
ments or allowances which are in accordance with reasonable business
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practices, may be regardhd (l) as cquivalent to subciantiation
by adequate records or other sufficient evidence of the amount
of such traveling expenses for purposcs of secclion 1.27-5(c),
and (2) as satisfying the requirements of an adequale accounting
to an employer with respect to such amounils for purposes of
section 1.274-5(e). L

Pursuant to such authority, it is held as follows:

If, in the case of expenses for travel away f{rom home
(exclusive of costs of transportation to and from destination),
an employer reimburses his employccs for subsistence or provides
his employees with a per diem allowance in licu of subsistence
in an amount which does not exceed the greater of (1) & Ll per
day or (2) the meximum per diem rate authorized fo be paid by
the Federal Government in the locality in which the travel is
performed, such reimbursements and allowances shall be deemed
substantiated within tiie meaning of section 1.27&-5(0) of the
regulations if (1) the cmployer reasonably limits payment of
such travel expenses to those which are ordinary and necessary
in the conduct of his trade or business and (2) the elements of
time, place, and business purpose of travel are substantiated in
accordance with paragrephs (b)(2) and (c) (other than subdivision
(iii)(a) thereofs of section 1.274-5.

The distriet director will determine whether an employcr
reagonably limits the paymeni of expenses for travel away from
home to such expenses as arc ordinary and neceszary in the conducl
of trade or business by, (1) in the case of reimbursements for
actual subsistence expenses, determining vwhether the employer
maintains adequate internal audit-controls, such as reouiring an
employce's expense account 4o be verified and approved by a
responsible person other than the employee incurring the expense,
and (2) in the case of per diem allowances in lieu of subsistence,
determining whether the employer's travel allowance practices are
based on reasonably accurate cstimates of travel costs, including
recognition of cost variances encountered in different localities.
If the amount of traveling expenses avey from home is decmed
substantiated for purposes of secciion 1.274-5(c) of the repulations,
the adcquate accounting requirements of scetion 1.274-5(e) shall
be deemed satisfied. :

As used in this Reverue Ruling the term “subsistence" includes,
but is not limited to, reasonable travel expenses for mcals and
lodring, laundry, clceening and pressing of clothing, and fees and
tips for services, cuch as for waiters and begmagcmen.  The temm
vsubsictence" docs noi include taxicab farcs or ihe cosiz of lelegrans
or tclephone calls.,
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In any case where a fixed mileage allowance not exceeding

15 cents per mile is used Ly an employer in payment of an cmployec's

ordinary and necessary expenses of transportation while traveling

away Irom home and the clements of time, place, and business purpoesc

of the travel are substanliated in accoxdence with paragraphs (b)(:)

and (c) (other than subdivision (iii)(a) thereof) of scction 1.27}-5

of the regulations, then such an allowinee shall be decmed as satisfying,

with respecl to such iravel amounts, the substanliation requiremenis

of section 1.274-5(c) and the adequate accounting requivements of

section 1,274-5(e). However, an employer may grant en additionzl

allowance for parking Cces and tolls attributable to the traveling

and transportation expenses as separate items. Also, where an employex

grants an allowance to an cmployee for ordinary and necessary tirans-

portation expenses not involving travel away from home, such an
_arrangenent shall be considered to be an accounting to the employer

within the meaning of section 1.162-17(b) of the regulations.

If an employec, under a travel expense arrangemcnt or allowance
practice discussed above, receives an amowni from his employer in
excess of his deductible business expenses (which do not include
personal, living, or family expenses or travel expenses disallowed by
section 274(c) of the Code), he must report such excess amouni in
gross income.

The provisions of <this Revenue Ruling rclating to reimbursement
arrangenments or per diem allowances will not apply in any case vhere
an employer and an employee are related within the meaning of
section 267(b) of the Code, but for this purpose the percentege of
ownership interest referred to in section 267(b)(2) shall be 10 percent,

If a subsistence reimbursement arrangenent or a per diem allowance
-in lieu of subsistence exceed§ the greater of & bl per day or the
maximum per diem rate authorized 1o be paid by the Federal Goverament
in the locality in which the travel is performed, or if a milezge
allowance exceeds 15 cents per mile, the prescnce of unusual
circumstances vhich accouni for the variation may, neverthelcss,
constitute grounds for considering the arrangement or allowance as
equivalent to substantiation and an adequate accounting to an criployer
of amount of travel expense for purposes of scctions 1.162-17 and
1.274-5 of the regulations. In such a case the employer should direct
a request to the Commissioner of Internal Revenuec, Attontion: Income
Tax Division, Washington, D. C, 20224, setting forth in detail
information with respect tc such arrangement or allowance and the
reason for his belief that special circumstances justily the sane
treatment as that accorded arranpements or allowances falling within
the scope of this Revenue Ruling. The burden will be upon the loyer
in all such casces te establish to the satisfaction of the Comicuiouer
the reasonableness of the arrangements or allowances paid undcr the
gpecial circumstunces involved,
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With respect to returns filed for taxable ycars beginning after
Deccmber 31, 1973, this Revenue Ruling supersedes Rev. Rul. 71-412,
as modificd by Rev. Rul. 72-508, which relates to periods ending after
December 31, 1970. .

PART V.--ADMINISTRATIVE, PROCEDURAL, AND MISCELLANEOUS MATTERS.

26 CFR 601.105: Examinations of retumms and claims for refund, credit
or abatement; determination of correct tax liability.

(Also Part I, Sections 162, 163, 16k, 274, 1016; 1.162-17, 1.163-1,
1.164-1, 1.274-5, and 1.1016-3.)

Rev., Proc. 7h-23 ‘ -
Section 1. Purpose.

The purpose of this Revenue Procedure is to provide for an increased
standard mileage rate and procedures to be followed by ecmployecs or self-
employed individuals who claim deductions for the costs of operating
passenger automobiles (including vehicles such as pickup or pancl trucks )
for business purposes under the simplified method of computing deductiible
costs of operating passenger automobiles for taxable years beginning
after December 31, 1973,

Sec. 2, Background.

Section 162(a) of the Internal Revenue Code of 195l provides that
there shall be allovwed as a deduction all the ordinary and neccsuary
expenses paid or incurred during the taxable year in carrying on any
trade or business. Under that provision, an emvloyee or a self-emuvloyed
individual may deduct the cost of opecrating a passenger automobile owmed
by him to the extent that it is used in a trade or business. Any
portion of the operating cost which is attributable to personal use,
rather than use for a business purpose, is not deductible. Rev, Proc.
70-25, 1970-2 C.B, 506, established certain procedures to be followed
by the Internal Revenue Service in examining income tax returns filed
for taxable years beginning after December 31, 1969, by cmployect or
self-employed individuals vho.claim deductions fox the costs of
operating passenger automobiles for business purpoces. Under those
procedures, o simplificed method of computing deductible costs of
operating pacsenger automobiles was accepted.
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Sec, 3. Optional Method of Computing Operating Costs,

Subject to the conditlions and limitationg scl forth below, with
respect to returns filed for taxable years beginning after December
31, 1973, deductions will be accepted if: computed at a standard
mileage rate of (a)fifteen cents per mile for the first 15,000 miles
of use cach year for busincss purpeses and (b) ten cents per mile
for use for bLusiness purposes in excess of 15,000 miles per year.
Computation under this method is optional on a yearly basis.

,0l A deduction computed under this method shall be in licu of
all operating and fixed costis of the automobile allocable to businces
purposes., Such items as gasoline (including all taxes therecon), oil,
repairs, license tags, insurance, and depreciation are included in
operating and fixed costs. However, parking fees and tolls attributable
to use for business pursoses may be deducted as separate items.
Gasoline taxes allocable io uge for nonbusiness purposes (and allowable
under section 16l of the Code) may be deducted in addition to the
deduction ccmputed wnder this method. The rate prescribed herein doces
not affect a dedunection for interest relating to the automobile which is
allowable under section 163 nor deductions for State and local taxcs
(other than those included in the cost of gasoline) otherwise allowablc
under section 16..

.02 The use of the simplified method is limited to a self-emnloyecd

individual or an employee who operates only one auicmobile at a time

for business purroses. Vhere a person alternates in using different
automobiles on different occasions for business purposes, lhe standard
mileage rate applies to the total business mileage of such automobiles,
as if they were one, to arrive at a deduction. Similarly, if an '
individual replaces his automobile during the year, the total businese
mileage for the year of both dutomobiles must Le used, as if they were
one, in applying the stendard mileage rate.

.03 This method is not acceptable for computing the deductible
costs of (4) vehicles uscd for hire, such as taxicabs, or (B) two or
more automobiles used sinulteneously,such as in flect operations.

.0y In any year in vhich the simplified method has been used,
straight-line denrcciation will be considered Lo have been allowed.

The allowable dcy iation will act to reducc the basis of the
automobile in determining adjusted basis as required by section 1016{(a)
of the Code.
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.05 This simplified method is not available for usc where
depreciation has been claimed in the past on an automobile Ly use
of a depreciation method other than straight-line, or where
additional first-yecar depreciation has been claimed.

.06 The optional method provided: by this Revenue Procedure will
be accepted in examining the return of an employee irrespective of
whether he received a reimburscment or allowance for such business
automobile expenses from his employer, provided that such reimbursement
or allowance is reflected in his return., For the reporting requirements
of employees, see sections 1.162-17 and 1.274-5(e) of the Income Tax
Regulations.,

.07 For this method of computing automobile cost to be acceplable
.a self-employed individual or. employee is required"to establish his
business mileage (A) for loeal transportation, in accordance with
section 1.162-17(d) of the regulations, and (B) for other travel, in
accordance with section 1,274-5. The provisions of such regulations
relating to substantiation of the amount of an expenditure arc
inapplicable to deductions computed under this Revenue Procedure.

Sec, lj. Effect on Other Documents.

‘With respect to returns filed for taxable years beginning after
December 31, 1973, this Revenue Procedurc supersedes Rev, Proc, 70-25,
vhich relates to pericds after December 31, 1969,

PART V.--ADMINISTRATIVE, PROCEDURAL, AND MISCELLAITEQUS MATTLRS.

26 CFR 601.602: Forms and instructions.
(Mso Part I, Sections 170,213; 1.170A-1, 1.213-1.)

Rev. Proc. Th-2k

In line with the adoption of an increase in the standard mileage
rate for computing the allowable deduction for the cost of transportation
by automobile under section 162 of the Internmal Revenue Code of 195l
(See Revenue Procedure T4~23 ) it is deemed appropriate to increacse
- the standard mileage rate for computing the cost of operating an
automobile for transportation in comnection with rendering gratuitous
services to a charitable organization under section 170, and for trans-
portation for medical care under section 213, with respect to returns
filed for taxable years beginning after December 31, 1973.
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‘ Certain itoms relating to the use of an aulomobile may not be
taken into account in computing the amount paid for {ransportation
with respect to the rendering of gratuitous services to charituble
organizations or with rcspect to medical care, for example,
depreeistion. See Rev, Rul, 58-279, 1958-1 C,B. 145, and Maurice §.
Gordon, 37 T.C. 986 (1962). Accordingly, an individual moy not use
the same standard mileage rate as is permitted by Rev, Proc., TL-23

for an automobile used in a trade or busincss, Therefore, for taxable
years beginning after December 31, 1973, it has been determined that
seven cents a mile is a reasonable rato which may be used to compute
the cost of operating an automobile where such transportation expensecs
are deductible as a charitable contribution under section 170 of the
Code or as a medical expense under section 213, However, parking fees
end tolls attributable to such transportation may be deducted as ,
geparate items. ‘ v

The use of this rate ghall be in lieu of any amounts otherwise
allowable under sections 170 and 213 of the Code by reason of the use
of & taxpaycr's automobile for transportation., However, the rate
prescribed herein does not affect deductions for any cxpenses rolating
to the automobile which are allowable under section 163 (interest) on
section 16l (taxes other than those included in the cost of gasoling).
Similarly, since depreciation may not be taken into account in
determining the deduction for contributions or medical expenses no
adjustment to the basis of the automobile is required because of the
use of this rate.

The gtandard mileage rate prescribed herein will be accepted by
the Internal Reverue Service as being representative of the cost of
operating an automobile for purposes of sections 170 and 213 of the
Code regardless of the method used to compute depreciation for
business use of the automobile, and regardless of the number of
automobiles that the taxpayer may have in operation. Use of this
standard mileage rate, however, is not mandatory and where a taxpayecr's
allowable nonrecimbursed transportation cxpenses for charitable and
medical purposes excced this rate, the taxpayer may deducl such actual
expenses., :

Vith respect to returns filed for taxable years beginning
after December 31, 1973, this Revenue Procedure supersedes
Rev. Proc. 70-2L, 1970-2, C.B, 505, which relates to periods alter
December 31, 1969,
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PART V,~-ADMINISTRATIVE, PROCEDURAL, AND MISCELLANEOUS EXPENSES.

26 CFR 601.602: Fowrms and instructions.
(Also Part I, Section 217; 1,217-2.)

Rev, Proc. Th-25

To relieve individuals from the necessity of maintaining certain
detailed travel expense records, the Internal Revenue Service will
accept the use of the simplified method set forth herein for determining
deductible costs of operating a passenger automobile for moving expenses
allowable under section 217 of the Internal Revenue Code of 1954 with
respect to returns filed for taxable ycars beginning after December 31,

1973,

Subject to the conditions and limitations set forth in section 217
of the Code, an employee or a self-employed individual may choose to
compute the deductible costs of operating his passenger automobile
in comnection with the commencement of work at a new principal place
of work by use of a standard mileage rate of seven cents per mile.

The use of this rate shall be in lien of any amounts otherwise
allowable under section 217 of the Code’ by reason of the usec of a
taxpayer's automobile for such travel. However, parking fees and tolls
attributable to such travel may be deducted as separate items., The
rate prescribed herein does not affect a deduction for any expenses
relating to the automobile which are allowable under section 163
(interest) or section 164 (taxes other than those included in the cost
of gasoline). Since depreciation may not be taken into accountl in
determining the deduciion ‘for moviug expenses, no adjustment to the
basis of the automobile is required because of the use of this rate.

Vith respect to returs filed for taxable years beginning after
December 31, 1973, this Revenue Procedure supersedes Rev. Proc. 71-2,
1971-1 C.B. 659, which relates to periods after December 31, 1969,

O
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